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PURPOSE OF HEARINGS 


Mr. Wuirren. Mr. Secretary, we are glad to have you and your 
associates here. We have decided to change the regular course of our 
hearings somewhat to take up the investigation of the operations of 
the Commodity Credit Corporation which the committee requested 
last summer, and which began in October. 

It has been the practice of this committee since I have been the 
chairman, to investigate those phases of the Department where we 
have felt that an investigation would be helpful to the committee 
in bringing about such needed changes to prevent waste and ineffi- 
cieney in the Department. 

We have had such investigations each year and I might say that 
every time we have come up with some beneficial results. Last year 
we requested a special study of the field structure of the Department, 
particularly as related to the soil conservation program. ‘This study 
helped to bring about some further coordination of these activities 
as well as physical consolidation of offices throughout the country. 
The year before special surveys were made by the committee’s in- 
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vestigating staff of the activities of the Bureau of Entomology and 
Plant Quarantine and the control of forest pests program. These 
investigations resulted in reevaluation of these programs, certain 
organization and administrative improvements, and the disposal of 
great quantities of surplus property and equipment throughout the 
Department. It is probable that savings totaling $10 million resulted. 

As a result of our experience on this subcommittee, I have con- 
stantly urged that such investigative procedures be used by other 
committees of Congress. Each day I am more convinced that we 
should more fully utilize the investigating process that is provided. 

In view of the report which has been made to us as a result of the 
investigation, it was my thought that the committee should go into 
this matter now and postpone the hearings on the regular appropria- 
tions for fiscal vear 1953 until we have concluded. 

We believe that such changes as might be warranted should be put 
into effect at the earliest possible moment, and that any actions that 
should be taken should be started as soon as possible. Also, the 
information that our investigators have found should be made avail- 
able to others who are expected to go into the matter. 

[ think that we should incorporate at this point a brief summary of 
the Commodity Credit Corporation, its structure and organization. 
Also, immediately following that summary, I would like to have 
inserted in the record a statement on the size and volume of the 
Corporation’s activities. 

(The material referred to follows:) 


FUNCTION AND STRUCTURE OF ComMopiTy CRrEpIT CORPORATION 


The Commodity Credit Corporation is a wholly owned Government corpora*® 
tion created to stabilize, support, and protect farm income and prices; to assist in 
the maintenance of balanced and adequate supplies of agricultural commodities; 
and to facilitate the orderly distribution of agricultural commodities The Cor- 
poration was originally incorporated in 1913 under a Delaware charter under 
which it functioned until June 30, 1948. At that time it was incorporated as a 
Kederal corporation within the Department of Agriculture by the Commodity 
Credit Corporation Charter Act, approve d June 29, 1948 (15 U. S. C. 714). 

The Corporation classifies its activities under six broad programs; namely, 
price support, supply, foreign purchase, commodity export, storage facilities, and 
a loan program to furnish funds to the Secretary of Agriculture pursuant to 
specific statutory provisions, 

Price support is provided through (1) loans on commodities which, in general, 
may be surrendered to the Corporation in settlement of the loans; (2)purehase 
agreements under which the Corporation is committed to purchase commodities 


if so request d by the pre ducer; and (38) direct purchase of commodities from pro 


dueers and others Loans are made directly by the Corporation or indirectly 
through private lending agencies which have the right to sell the loans to the Cor 
poration Under these operations the Corporation acquires substantial inven- 


tories of commodities, for which it must provide storage. 

The management of the Corporation is vested in a board of directors subject 
to the general supervision and direction of the Secretary of Agriculture. Th 
Corporation has no employees of its own. Its activities are conducted by the 
personnel and through the facilities of the Production and Marketing Adminis 
tration of the Department of Agriculture. Certain officials of PMA are officers 
of the Corporation and have been appointed as members of its board of directors 
Nine PMA area commodity offices and PMA State and county committees are 
generally utilized for administration of the CCC price support and storage pro- 
grams in the field. 

At the beginning of the 1952 fiscal vear, the CCC commodity inventory was 
valued at more than $2 billion and consisted of approximately 19 commodities 
stored in approximately 15,000 locations, including approximately 3,200 bin sites, 
10,200 grain warehouses and elevators, and 1,600 other facilities jfor cotton, dairy 


} 
{ 


and poultry products, and other commodities. 














STATEMENT ON SIZE AND VOLUME OF ACTIVITIES OF THE ComMMOopITY CREDIT 
CORPORATION 


This statement is presented for the purpose of indicating the magnitude of the 
task, in terms of resources and activities, facing the Commodity Credit Corpo- 
ration in any period of expanding agricultural production The statemer 
presents certain pertinent information concerning actual operations in a typ 
period of high-level production; specifically, the two fiscal years ending June 30, 
1949, and June 30, 1950. 


The total assets of the CCC reached an all-time high of $3.7 billion in Februar 




















1950. Monthly figures for the fiscal vear 1950 show an average of $3.2 bi 
The combined total assets of 10 of the largest corporations engaged in the pr 
cessing, packaging, and distributing of food and kindred products (America 
Tobacco, R. J. Revnolds Tobaceo, Liggett & Mvers, Phillip Morris, Armou 
Swift, National Dairy Products, Borden’s, General Foods, National B lit 
about the same date, were slightly less than the total assets of CC¢ ‘] 

assets of General Motors were about 20 percent less than CCC and United Stat 
Steel’s assets were about 25 percent less. 

Only 17 private corporations had dollars in 1949 and 
the CCC would have ranked tenth sa Of compat 
‘engaged in handling agricultural comn ind Armour had a volut 
of sales exceeding the CC¢ (nv com a he CCC and 
organizations OV er st be uA aris R " ( 
ogniz e many tra ons and a rel 1 ited 
ip prin lustryv or elsewhere ( 

\ more indicative measure of the si itions ean be obtained b 
adding the dollar volume of the major activities, which are loans made, commod- 
ities purchased, commodities sold, and, during World War IL vears, the payment 
of consumer subsidies. 

During the four fiscal vears 1943-46 when operations under the agricultur 
supply programs represented the bulk of CCC activities, this combined total 
averaged over $7 billion per vear and in the fiseal vear 1944 the il Was near 
$10 bi yr. In 1949 and 1950 whe price-support Opera their 7 i 
supply operations were comparatively small, the dolla 0 yor a 
Was 6 I ! i 1 s4 D1wLo respect ely 

I ewhat ‘ a e following table ) ! 
the fisca i 1949. 1950. and 1951 
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With reference to the volume of loa made, it i if oO n 1949 
was the peak vear and 1950 was next to the peak and that the actual number of 
pri e-support loans represente ad by those dollars was 2.306.000 loa: in 1949 and 
2,195,000 in 1950. In operating the loan programs the CCC uses private agencies 
to the greatest extent possible This use of private agencies in 1949 and 1950 
involved nearly 9,000 lending ncies, 700 servicing agencies (mostly commer | 
bank und a number of e al arrangements with woo] handle In adait 
t¢ he rl remit Wit! ite Organizations 1 lar Irie ! 1 and 
Custodiol a Ivities are per 1 fay hye qe fC ty he {ET Re { par | 
branch banks 

The primary measure of dollar resources required for the operati 
CCC is the amount of the authorized borrowing authority i se or obligat 
During the fiscal vear 1950 the average amount of bo 
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obligated was nearly $4 billion and in February 1950 this reached an all-time 
high of nearly $44 billion. 

In a period of expanding agricultural production, the most important aspect 
of the use of dollar resources is the investment in price support operations. From 
the inceptior of price support in 1933 through June 30, 1951, the CCC had made 
loans On price-support commodities totaling over $1014 billion and had purchased 
price-support commodities totalling $4 billion. Out of this investment of over 
$144 billion, the CCC had recoverea over $1314 billion. The net loss realized 
On disposition of the commodities acquired from this huge investment totals 


appro\imately $1 billior 





The net gain or loss on each commodity is shown below: 
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ng months of fiscal vear 1949 and continued during the fiscal vear 1950 
r ed an all y $2.6 billion at June 30, 1950. hese large 
es res d fron mely favorable crops in 1948 and 1949; crops which 
( a result of good weather alone but which were definitely a carry-over from 
( if roduction encouraged and needed during World War II. These 
es ved to be of inestimable value when Korean hostilities began and 
( had to begin ane Loans outstanding exceeded $1% | mn 
Idle of the fiseal vear 1949 and increased almost constantly to an all-time 
$2 billion in February 1950 Che combined total of inventories and loans 
inding also hit the peak amount of over $4 billion in Februarv 1950 
Looking at just one aspect of the physical resources required to manage the 
ved in the peak price-support investment ai February 1950, the 
(CC had to obtain suitable storage to store the inventories on hand which in- 
led nearly 400 million bushels of grain, 3.6 million bales of cotton, and nearly 
! ls of other commodities In addition, the producers had to provide 
( irins or 7) mer ial vare ) ( to store the cor imodi- 
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ties pledged for loans outstanding which included over 1 billion bushels of grain, 
2.6 million bales of cotton, and nearly 2 billion pounds of other commodities. At 
February 1950, the CCC had only 81 million bushels of grain stored in owned bins 
and most of the remainder of this huge bulk of commodities Occupied space in 
commercial warehouses or in farm-storage facilities. 

Because commercial space was not available in suffidient quantit, 
of CCC’s expanding need, during the fiscal vears 1950 and 1951 the CCC purch: 
grain bins and expanded its owned storage capacity to 545 million bushels repre- 
senting an investment of more than $126 million. The peak occupancy of t 
owned space was in March 1951 when the CCC had to store 336 million bushels of 
grain in these bins. 

The volume of wheat alone handled by CCC is a good indication of 

itude of the operations of the CCC. During the 5 vears 1947 through 1951 the 
handled in and out of inventory under the price-support program and the 
ericultural-supply program the combined total of 1% billion bushels of wheat, 
he equivalent of one and one-half times the total production in one full j 
all the wheat producers in the United States. During the same 5-vear 
CCC made loans on 1 billion bushels of wheat, the equivalent of the to 
roduction of wheat in the United States. 

The present inventory of CCC consists of 19 different commodities stored in 

pproximately 15,000 locations, including 3,200 bin sites; 10,200 grain warehouses 

d elevators; 1,600 other facilities i ‘eotten. dairy, and poultry products, and 
naval stores 

Transportation of the commodities handled through 
represents a tremendous volume of work, This transportation involved 
employment of every railroad in the commercial grain-producing area and most 
of the trucking lines in those areas where grains are generally transported by 
truck. Practically every bushel of wheat and cereal grains and a considerable 
volume of the feed grains move through the Nation’s transportation system and 

the fiscal vear 1951 alone the CCC paid $66 million in transportation costs, 

The rendering of services to the farmers, the arranging for transportation in 
and out, the arranging for warehouse space, the paying of freight bills and ware- 
house charges, and the maintaining of the necessary records on the movement and 
storage of these large inventories of varied commodities represents a tremendous 
amount ot admit istrative work to be performed by the « mplovees of PM \ on 
behalf of CCC 

4 } fF the 


The expansion of agricultural production to meet the increased needs of 
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icers to meet our 


defense program has increased the volume of activities under the various CCC 

programs. The principal factor for the encouraging of prod 

production goals i the price-support assistance provided for agriculture through 
Increased agricultural production has been effectively 

lv low cost (the total program cost of all price support 

1 to approximately $1 


CCC loans and 1 purel 
accompli } 





ed ata os ti 
ctivities from 1933 through December 31,1951, amounte 





illion) and without added eo. measures, 
During tl e Wi rid War 1] pel riod § and ec subseque nt vears I defense ¢ ffort, 
th industry and agriculture were req red to greatly increase productior By 
iparison, industry has received more favorable treatment than agriculture. 
dustry is generally assured of a market for its products during periods of national 
rgency, a large portion of such production being taken by Government con- 
its On a Ct is basis or at negotiated prices which cover all estimated costs 
luding accelerated amortization and a margin of profit and which provide for 
tract termination payments. In effect, industry has received the benefits of 
rice support to an extent eq al tout not greater than the pri Ppor issista ¢ 
ade available to agriculture through the program of CCC. In additior OW- 
r, industrv has been given by legislation other inducements to encourage the 
pansion of indi strial prod ction, or example, certificates of necessity ave 


en issued as of December 21, 1951, to 5,44: 


snew or expanded industrial facilities 
projects having a total value of over $11.5 billion, of whic} appr ximately 














) percent is eligible for rapid tax write-off under the enue Act of 1950; as of 
December 31, 1951, 854 applications, involving $1.4 billion, for loan guara sfor 

irking capi | purposes to exper dite production under Government contracts, 
ave beet approved under section 301 of the Defense Production Act of 1950; 
and, as of December 15, 1951, 119 direct lo ee lustrial facilities, 
involving over $205 million, were approved under section 302 of the Defense 
Production Act of 1950. Comparable income tax wpivil es and other similar 
inducements have not be en made to agriculture 

There follows two tables showing for the fiscal vears 1949 and 1950 the vi me 

operations, both as to quantits and dollar amounts, app cable to the com- 


modities handled under the various programs. 
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Mr. Wairren. Mr. Secretary, I realize that until a few hours ago 
you did not have any advance notice of the nature of our hearing 
today, which will cover the results of our investigation since last 
October, a part of which was covered by the preliminary report of 
the Comptroller. Would vou care to make any general statement at 
this time? We will be glad to hear vou before we start with ques 
tions based on the report which we have before us 


GENERAL STATEMENT 


Secretary Brannan, Mr. Chairman, I would like to make thes: 
brief remarks. The Department has at all times welcomed the very 
helpful assistance it has received from this and other committees of 
Congress. Our opportunities to discuss our administrative problems 
with you, and their fiscal implications, have been of great help to us, 
not only in the fiscal aspects of our operations and the budgetary 
aspects of our operations, but in all phases of them. We are grateful 
for the opportunity to discuss this report with vou, 

I would like to Say further that, while I have not had the Oppor- 
tunity to see the report to which vou make reference, the fact that 
representatives or employees of the committee were in the field, and 
in our Washington office also, and have talked to some of our people, 
of course, gives us some impression of the subjects to which the 
report may pertain. Nevertheless, I am sure that we may not be 
able to provide a precise answer to every factual situation into which 
your committee may care to go today. But I have complete and 
unqualified confidence that we will in a short time be able to supply 
you with information pertinent to each item in the report. 

As I suspect, the report must reflect the report submitted by the 
Comptroller General the other dav. Much of the information con- 
tained in the Comptroller General's report was obtained from our 
people and our own investigation reports. 

I know that some of the material has been supplied through out 
investigatory and audit staffs. Of course, we have not supphed any 
of the conclusions: and, as vou have indicated, we may not like the 
conclusions. But the opportunity to discuss the conclusions with vou 
and to build a sound basis of fact from which we can begin to test the 
conclusions is very useful. 

Now, Mr. Chairman, because | do not have access to the report from 
which you are going to work in the committee, I have felt it desirable 
to bring along a few of the folks from the Department who are con- 
cerned with the Commodity Credit Corporation matters. 

Therefore, for the record and for the committee’s benefit, IT would 
just like to say that, first of all, 1 have with me Ralph Roberts, 
Director of Budget and Finance in the Department; Mr. Gus Geissler, 
the Administrator of the Production and Marketing Administration: 
Carroll Hunter, Solicitor of the Department of Agriculture; Edward 
Shulman, Deputy Solicitor of the Department of Agriculture; J. J. 
Somers, Director of the Fiscal Branch of the PMA; Wingate Under- 
hill, staff assistant, PMA; Mr. D. J. Harrill, Chief of the Office of 
Audit, PMA; Mr. William Duggan, head of the Compliance and 
Investigation Office, PMA; F. J. Brechenser, a member of his staff: 
and John H. Dean, Deputy Assistant Administrator of the Production 
and Marketing Administration. 
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Mr. Wnuirren. Mr. Secretary, the members of this committee 
know that it is impossible for anyone individual to keep up with all of 
the details, so we directed the executive secretary to invite you to 
bring people from the Department who are familiar with the problems 
that are before us. 

I might say that while our investigators have been working since 
the middle of October, the official report was being prepared yester- 
day afternoon, and it ‘was not available to the committee until this 
morning. I came down to the office last night and had an opportunity 
to review the — copy. Although I was aware of its general 
nature earlier, copies of the finalized report were not available until 
a short time ago. 

Now, I want to say it is our desire to get the facts. We thought 
this was the way to begin. You are probably familiar with the course 
that is followed by the Appropriations Committee. This subecom- 
mittee asked for this investigation as they have asked for several in 
times past, believing that such an investigation leads to better han- 
dling of agricultural programs and to savings and better administra- 
tion as well as any irregularities or other conditions that may exist. 

| may say that our investigation of the entomology and_ plant 
quarantine program a couple of years ago resulted in considerable 
savings and better operation in the Department. It also disclosed a 
great deal of very slack and shoddy administration by that Bureau. 
I say that advisedly, and 1 think it was admitted later by the folks in 
the Department. We also investigated some other programs such as 
the use of surplus property in the De ‘partment. 

Considering the magnitude of some of these operations, incidents 
of this type are going to appear. It is our responsibility, through the 
investigative process, to keep it at an absolute minimum and to learn 
about it as quickly as possible and thereby assist in bringing about 
corrective action. 

The chief investigator of the Appropriations Committee selected 
investigators whom we on this subcommittee don’t know personally 
to do the field work. They have no interest in it other than to do a 
job well; and they tried, insofar as possible, to make an unbiased 
investigation of the facts. It is that kind of an investigation which 
has been made, and the result of the findings are contained in the 
report now before us. 

Now, I would like to direct vour attention to several matters 
pointed up in the report as we go along, and my questions will be 
based on statements contained therein, though they are not necessarily 
the final conclusions of this committee. 

Mr. AnpERSEN. Will vou excuse me, Mr. Chairman? May I add 
to your general statement? 

Mr. Wurrren. Right at this point if vou care to, 

Mr. Anprersen. I believe that the Secretary knows that the five 
men sitting on this side of the table-—-and Mr. Geissler knows it also 
are friends of our loan program; and we want to approach this entire 
subject from that viewpoint. Whatever we do we want to do for the 
welfare of that program, 

That is why we want the facts brought before us, who are friends, 
and have been for vears, of this particular program. 

Secretary BRANNAN. We operate on that assumption. 
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Mr. Wuirren. As we have indicated here, the best way to keep a 
program operating is to keep it sound. Anything in it that is wrong 
jeopardizes the program itself, 


KANSAS CITY PMA COMMODITY OFFICE 


To come back, then, to the report, I would like to call attention 
here to a paragraph of a report which states: 


An official investigation by the Office of Compliance and Investigation of PMA 
of the relations between the Lone Star Co. and Carl G. Rauseh, Chief, Trans- 
portation Division, Kansas City PMA commodity office, and his assistant, Willard 
D. McCabe, revealed that in contract awards for grain bags these two PMA 
emplovees showed official favoritism to Lone Star by (1) informing Lone Star of 
‘ompetitors’ low bids, (2) allowing Lone Star to obtain contracts by meeting com- 
etitors’ low bids, (3) awarding one contract to Lone Star at a bid higher than other 
bids on file, (4) informing Lone Star of CCC bag requirements in advance of mal 


gy such information available to other dealers, and (5) permitting material 


_ 


hanges in contracts with Lone Star to the apparent advantage of that firm. 
The investigation also disclosed that gratuities, such as binoculars and clocks, 
vere received by Rausch and McCabe from the Lone Star Co. 


As a result of this investigation, Rausch was suspended without pay from duty 
r 1 mont! At present he is serving as chief of the transportation and ware- 
susing branch of the PMA commodity office in Kansas Citv. McCabe was 


ikewise suspended for 1 month without pay. 

This inquiry also developed that officials of the accounting division of this 
office had not required consignee’s receipts or other documents to prove delivery 
before vouchers were certified for payment 

Now, are any of you familiar with that case? 

Secretary Brannan. I think Mr. Underhill will know that case 
fairly well. 

Mr. UnpERHILL. Yes, sir. 

Mr. Warren. Are the facts as stated by the investigators accurate? 

\ir. Unperuivy. | think the facts as you state them came from our 
reports, and they are accurate. 

Mr. Wuirren. Are the penalties visited on these individuals accu- 
rate; that is, 1 month’s suspension without pay, and a promotion for 
one? 

Mr. Unperuityt. I do not believe there was a promotion. There 
Was also one other action taken. They were removed from any 
responsibilities of contracting for bag procurement or any other type 
of procurement, 

Mr. Wuirren. Is that your idea of punishment for a man who ac- 
cepts a job of handling contract negotiations, where he is supposed to 
operate under the rules do you have rules as to letting these contracts? 

Mr. Unperuity. We have rules; ves, sir. 

Mr. Wuirren. What are those rules? 

Mr. Unperuiti. Well, certainly the rules did not include making 
available to one potential contractor the bid prices of another. They 
have been formalized to considerable extent now. 

Mr. Wutrren. They were not at this time? 

Mr. Unpreruiii. Well, they were to some extent. 

Mr. Wurrren. I would like for those rules to be furnished to the 
committee at this point, the rules that existed on that day and the 
rules now. 
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Mr. Underhill, what is vour position now? 

Mr. Unperuixe. Assistant to the manager of the Commodity 
Credit Corporation. 

Mr. Wurrren. Who is the manager? 

Mr. Unperuity. Mr. Kruse. However, he was not an official of 
the Commodity Credit Corporation at the time these activities took 
place in Kansas City. 

Mir. Wairren. Mr. Kruse is out of town? 

Mr. Unperuinty. Yes. He also has the title of Assistant Admin- 
istrator of PMA. 

Mr. Wairren. Here we have two employees who informed one 
group of bidders of their competitors’ low bids, allowed them to 
obtain contracts by meeting competitors’ low bids, awarded a con- 
tract to the Lone Star Co. at a bid higher than other bids on file, 
informed Lone Star of CCC bag requirements before they told any- 
body else, and permitted material changes by Lone Star to the ap- 
parent advantage of that firm. 

Is it your idea that it is reasonable punishment to transfer one of 
them and to keep them off the payroll for a month? 

Nir. Unp! RHILL. That Was the decision reached in this case. 

Mr. Warrren. I am asking you. Do you have any responsibility 
or jurisdiction in this case? 

Mr. Unperniti. We brought it to the attention of Department 
officials. 

Mr. Warrren. Who made the decision? 

Mr. Unperaiity. That was made through the personnel office of 
the Department of Agriculture. 

Mr. Wutrrex. Who is the head of the personnel office? 

Mr. Unperuitit. Mr. T. Roy Reid. 

Mr. Warrren. Then Mr. Reid is responsible for the decision; is 
that your answer? 

Mr. Unperuiti. Mr. Reid, the Department’s Director of Personnel; 
yes. 
Mir. Warrren. IT am trying to determine who is responsible for 
what was done in this case. 

Mr. Unperuityi. The official action probably went out over the 
signature of Mr. T. Roy Reid in this case, Director of Personnel. 

Mr. Wuirren. Now, this report shows—and so far as vou know 
it is accurate—that at present one of these people is serving as Chief 
of the Transportation and Warehousing Branch of the PMA Commod- 
itv Office in Katisas City. 

Now, at the time this happened Mr. Rausch was Chief of the 
Transportation Division of the Kansas City PMA Office. He is now 
Chief of the Transportation and Warehousing Branch of the PMA 
Commodity Office. What is the difference? 

Mr. Unperuitye. There is no promotion involved there. It was 
a reorganization which involved a change in title, but he is doing 
essentially the same work. His contracting authority for procure- 
ment has been revoked. 

Mr. Wuirren. In other words, you have changed him from what 
you caught him at, but vou are willing to trust him on something else ; 


is that right? 
Mr. Unperutitt. No. He deals with the railroads on matters of 


transportation, 
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Mr. Wuirren. What is that? 
Mr. Unperutii. He deals with the railroads. 
Mr. WHITTEN. Let us go back. Does he work under you? 
Mr. Unprruiitu. He works under the Director of the Kansas City 
oflice 
Mir. Wrirren. And the Kansas City office is under whom? 
Mr. UNperuiuyi. It is under Mr. Kruse. 
Me. Warrren. Mer. Kruse is not here? 
Mr. Unpberuinn. He is not here today. 
Mir. Wairren. When can we have Mr. Kruse here? 
Miu Unb! RHILI He will be back in town Ih} lay He nay 
ppear before another committee on that day 


Mir. Warirrex. I would like to have incorporated into this recor 


I 


LO 


your statement of the dates when this tl ne developed and what t 
Department has done If vou can give us that now, we will be glad 
to have it, but it vou Waht to cheek On ite that w ill be all rieht 

Mer. Unperurii. | don't have that information with me 

Nii ANDERSEN May Ve have the approximate dates, Mir (‘ha 
man? 

Mir. Wittrren. Can you give us the approximate date 

Myr. Unpberutiiy. It 
don’t remember exactly the da 

Mer. Wurrren. And Mr. Rat 
other man? 

Mir. UNpERHILL. Yes 

Mr. Wairrsn. Now, did vou ever check into the matter of wl 
thes favored Lone Star? 

Mr. Unpreruiiy. Yes, we did. The investigators went into that to 
a considerable extent 


was several vears ago, 2 or 3 years avo 
{ 
LCS 


ech has continued to s rve, as has the 


Mr. Warren. What did you come up with? 

Mr. Unpbrerutur. Maybe the Chief of our Investigations Division 
Can report on that better than [ can. Do Vou recall that report 
Mr. Duggan? 

Mr. DuGcan. Well, it goes back, of course, probably 3 or 4 vears 
ago; and, frankly, my memory isn’t keen on just what was disclose 
I do recall that the facts as Vou 1 eited them ar ubstantially correct 
pe rhaps altogether correct 

Mr. Wairrex. Do you have any records in vour Department that 
would refresh Vour MmemorVv so that Vou would know about this 
MOrro\ 

Mr. DuGGan. Yes. 

Mr. Warrren. We will ask you then to have such information as 
you have at that time. 

Now, did vou find out that either of these persons had a financial 
interest in it? 

Mr. Unperuitn. No, we did not 

Mr. Wairren. Was there a friendly interest with the head of th 
Lone Star Co.? 

Mr. Unprxaiin. To some extent, but that was apparently not a 
major factor. The men apparently thought that they were getting 
bags cheap I’ ly this type of negotiation by so-called beating prices 
down. 

Mir. Warrren, Now, yousay that, Mr. Underhill. That is not your 


thinking, is it?) Do you mean to say that they had any reasonable 


Q398T7 
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right to believe that they would help the situation by passing out the 
information to a favored bidder? 

Mr. Unperuitu. I do not think that their conclusions were reason- 
able at all. Certainly they were not properly thought out. 

Mr. Warren. Who was the Lone Star Co.? Does anybody know 
about that? 

Mr. DuaGan. I believe it was a Texas firm, as I remember it. 

Mr. Wurrren. And this was in Kansas City. Did either of these 
individuals come from Texas, do you know? 

Mr. Duaaan. | believe they were residents of Texas; ves, sir. | 
am sorry, do vou mean Rausch and McCabe? 

Mr. Wurrren. Yes. 

Mr. Duaean. I am not certain on that point. 

Mr. Warrten. Did vou check the financial benefits that might 
have accrued to the Lone Star Co. as a result of this favoritism? 

Mr. Duaean. That is, what they profited in the way of dollars and 
cents by virtue of the contracts? 

Mr. Warten. Yes. 

Mr. DuaGan. I am sure that that must be in the reports; ves, sir. 

Mr. Wurrren. We would like to have that information as well. 

Mr. Bates, any questions? 

Mr. Barres. No questions. 

Mr. Wairten. Any questions, Mr. Stigler? 

Mr. Srigter. No questions. 

Mr. Wuirren. Mr. Andersen. 

Mr. ANDERSEN. I have one question, Mr. Chairman. IT might say 
that this is the first time that [ have glanced at this report. As you 
know, it just became available to us this morning. 

Now, part of this statement reads: 

The investigation also disclosed that gratuities such as binoculars and clocks 
were received by Rausch and McCabe from the Lone Star Co. 

Can you give us further detailed information on that, Mr. Under- 
hill? 

Mr. Unperuiti. My impression was that they were given, at 
Christmas time, something of that type. The retail or wholesale 
value might have been between $12 and $20. But I would need to 
look at our report again to be absolutely certain on that. 

Mr. ANDERSEN. Do you have, Mr. Underhill, any information that 
these men have received anything other than these particular gratui- 
ties from this particular firm? 

Mr. Unperuityi. The report did not indieate that they received 
anvthing other than that. I believe the investigators went very care- 
fully into the financial situation of both men, including their living 
standards and related matters. 

Mr. ANDERSEN. Did the investigators get a sworn statement from 
them as to any possible receipts? 

Mr. Duaean. It was not a sworn statement, but Iam sure we have 
a statement in writing. 

Mir. ANDERSEN. Of course, you know that anything other than a 
sworn statement would scarcely be worthy of the paper it is written on. 
Mr. Duaean. Well, I won’t go along 100 percent with that, sir. 

Mr. ANpreRsEN. But you do not know of any evidence whatsoever 
as to their receiving anything further of monetary value from the 


Lone Star Co.? 
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Mr. Duae@an. Not without refreshing my memory by looking at 
the report. I am sure of the two items you mentioned. They do 
click in my memory. 

Mr. ANDERSEN. Will you have available for us tomorrow any 
further information on this specific question, if you have it? 

Mr. DuaGan. Yes, sir, I will be glad to. 

Mr. Wuirren. Mr. Horan. 

Mr. Horan. I would like to say that we cannot go very far on this, 
Mr. Chairman, and act intelligently until we find out why Lone Star 
was favored. We have to have the answer to that. 

Mr. Warrren. I know that this committee certainly wants to be 
fair to the Department. We want to get to the bottom of this and 
do anything we can to help. But in view of the development here 
that they need to check their own records, 1 thought we would look 
at the report and then tomorrow, develop the matter further. 

That is the reason why I didn’t press this point further at the 
moment. 

Mr. Horan. Will you see that some enlightenment on why the 
Lone Star Co. was favored in this instance is furnished by tomorrow? 

Secretary BRANNAN. We will, Mr. Congressman. Very often 
those kinds of things never will come to light. There could be some 
sinister passing of something other than the simple gifts; and vet, 
on the other hand, it may have been just that the Lone Star people 
were so-called business getters, using the tacties which are used by 
the trade day in and day out, little gratuities here and there, gaining 
surreptitiously information which some other people didn’t have 

I don’t think my judgment was ever brought to bear on this case. 
From the fact that the decision was made by the people then having 
jurisdiction of the matter—and that would be the Administrator of 
the Production and Marketing Administration and the director of 
personnel—not to discharge these people, | would draw the conclusion 
that they felt that these fellows were not guilty of very substantive, 
serious violations of their responsibilities. 

It is impossible for me to sav categorically that they were not, 
but I would be inclined to draw the conclusion that they weren't, 
and that they were probably good employees, the Government had 
a considerable investment in their training and, therefore, ra ther than 
throw them out we went through perhaps a process of reha bilitating 
them and trying to use them. 

Mr. Wurrren. Mr. Secretary, I cannot go along with vou I have 
tried to wait until you have a chance to get the file and refresh your 
memories. Put at this point, at least, there is nothing here to show 
that the Department in any way checked up to see who constituted 
the Lone Star Co. 

There is nothing here to show any investigation was conducted as 
to whether these people had a financial interest in the Lone Star Co. 
There is nothing here to show what the financial return was and who 
participated in it. There is nothing here to show that anv of this 
information was turned over to the Federal district attornes ’s office 
to determine if there was any violation of criminal law. 

I don’t mean to say that any of those things are necessarily true, 
but I have always taken the view that if there is anything in any 
Department to indicate that there might have been a violation of a 
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criminal statute it should go to the Department of Justice for investi- 
gation and for prosecution if irregularaties are discovered. 

Now, at this point there is nothing in this record to answer any of 
those things. So, until you can show us that the Department did go 
into these things, | cannot see how you would be justified in defending 
anyone. 

Secretary Brannan. Nobody is defending anyone here. [I have 
just tried to give an objective answer to what I thought Congressman 
Horan’s objective question was. | think Congressman Horan was 
saving, “Is there anything below the surface here? Was there the 
passing of money? Was there a commission or a cut?” 

I say to vou that [am sure we did our best to find it, and we did not 
find it; and the conclusion of those who had the case in hand probably 
was that the inducements were of a character a lot less than that. 

Mr. Wuirren. Now, Mr. Secretary, there is nothing personal in 
this, but vour whole answer is based on one thing only. From the 
mildness of the punishment, vou feel it must have been as vou say. 
That is the only basis in facet for your statement—that you have 
confidence in your people in the Department 

Secretary BRANNAN. You bet I have. 

Mr. Warren. And, from the mildness of the punishment, one 
would take it that these things are as you have pictured them. [am 
just going to say that it is pretty difficult at this stage of the thing to 
make that assumption. 





Secretary Brannan. We are going to tell you whatever we know 
about it, Mr. Chairman; but I don’t want to be caught in the position 
of refusing to answer to the best of our ability today what | considered 
a very proper and searching question. 

Now, if we are only to answer from known facts, then, Congressman 
Horan, | will have to withdraw the answer and say that I will tell 
you some later time. 

Mr. Horan. What we want is a complete answer, and we want to 
be fair on this thing 

In addition to the questions that you have propounded, Mr. 
Chairman, if possible [ would like to know the personal relationship 
between Rausch and McCabe and the officials of the Lone Star Bag 
Co. [think we should have it. 

Secretary BRANNAN. If it is within our power to give it to vou, it 
will be in the hands of this committee tomorrow. 

Mr. Warrren. We will be interested in developing that matter 
further when we get the information. 

SOUTHERN GRAIN & STORAGE CO., INC., 


ARKADELPHIA, ARK. 


| would like next to go on to the Arkadelpnia case. 

oa ° . ’ ° ‘ 

Vir. ANpreRSEN. What page are you reading from, Mr. Chairman? 

Mr. Wairren. This is on page 22 of the report. There the report 
States: 

Failure of warehousemen operating under the uniform grain-storage agreement 
to comply with the terms of the agreement covering the care of commodities has 
resulted in considerable loss of quality by down-grading and in some instances 
in complete loss of the commodity for its intended purpose; that 


sumption, 


s, human con- 


For example, the PMA office in Dallas, Tex., signed a uniform grain-storage 
agreement with Southern Grain & Storage Co., Inec., of Arkadelphia, Ark., on 
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April 7, 1950, for storage of CCC-owned grain. The net worth of the Southern 
Grain & Storage Cas Ine , at the time of contract approval was SH OOO, of whieh 
$600 represented cash in bank, and the balance of which had been expended for 
leasehold improvements. The 

ern Grain & Storage Co., Ine., was $60,000. 


total performance bond required from the South- 


Mr. Wurrren. Now, here is a company with a net worth of $5,000, 
with $600 in cash, the balance having already been expended. They 
made a total bond of $60,000. 


This facility was ledsed by Southern Grain & Storage Co., Inc., on February 1, 
1950, and no evidence exists to show that the operators were either experienced or 

mipete grain-elevator operators. Che facts in the case prove that thes ere 
either This facility was not inspected by either the Dallas PMA office or the 
State or county PMA committee prior to the storage of CCC-owned commoditic 

On July 12, 1950, approximately 179,000 bushels of wheat were moved into the 
acilitv at Arkade Iphia, \y , and under the terms of the agreement the operator 
became responsible for the condition and security of the grair 


On October 38, 1950 Gess than 90 davs after the grain was stored at Arkadelphia 
Mr. Ross Stuard, grain inspector for PMA, Dallas, was directed to make a routine 


pectio f the condition of wheat stored at Arkadelphia, Arl His inspection 
vealed e gra to be going it of condition, and tl perators t fa \ 
ere SO ho ed fter repeated telegrams, one of the owners of era Lire 
Dallas for a discussio On thre ibject. It was finall agreed to load out 
{O,000 bushels of wheat to allow the elevator operator space to Keep the balance 
of the grat ondition This outloading was finally completed February 4, 
1951, after siderable delay on the part of the operator and much effort on the 
part of PMA to move the grair Southern Cran «& Storage Co., Inc., was billed 


for 89,690.76 as a claim for damage due to poor condition of the grain so shipped. 





Despite the evident irresponsibility of this operator and his failure to properly 
care for grain in storage, no further inspection of this warehouse was conducted 
by PMA from October 1950 until August 10, 1951, when Stuard was again ordered 
to it pect grain stored at Arkadelphia The investigators lear { ‘ this 
order to Stuard was e result of a visit to Dallas PMA office of a disinterested 
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= direc e 
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Cy i Li clue 
CC np led 
f re of PMA 
I i i re 
ulowed to deteriorate to the point where it was classified as unfit for human con- 
ptro In addition, the Government has suffered a loss of almost SSO,000, the 
cove of ( loubtfy 
Further evidence of eareless handling resultin n waste is evide ed bv the 
CLUAL LO f 30 pou Is of erain per ear in 500 railroad ears received a r tors 
CGalveste Vex This loss is partially proven by the reeord of reeoveries of grain 
Si i Fe and the Roek Island Railwavs During 1948 e Santa Fe r 
ered 13,592 | shel row Car lelivered to Galveston ele iors Fron Ia Wary 
J 1949 the Sar vered 11,795 bushels of n from the same s rce, 
d the Roc Island recovered 6,729.5 bushels of grain from ears deliv- 
ered to the Galvesto from Mav 1949 to Mav 1950. These recoveries by 
he raiuread companies re d from the failure of the elevator operators sweep 
irs Clean after discharing grat 


From this it appears that there was no check of the warehouse 


facilities prior to making the contract; that the bond made by the 


t 


warehouseman was wholly madequate; that inspect 


mons Were Drac- 
i 
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tically a vear apart; that after knowledge was gained by the Com- 
modity Credit Corporation the situation was allowed to build up to 
this point of losing about $80,000. There are numerous cases of that 
similar situation in here. 

What is the situation with regard to requiring the insvection of 
warehouses before grain is put into such a warehouse? What check 
do you make as to the dependability of the applicant warehouseman 
and as to the bond which he makes to guarantee his performance of 
the contract? What is the policy of the Commodity Credit Corpora- 
tion? 

Secretary Brannan. Mr. Chairman, first of all, with respect to the 
Arkadelphia case, there is no inclination on the part of anybody in 
the Department of Agriculture to say that that was not unfortunate, 
but certainly it is not typical of the many hundreds of thousands of 
operations which the Department carries on with grain dealers. 

At the time the grain was put into the Arkadelphia elevator there 
was not a requirement that the local PMA committee go out and 
inspect the facility and give us the benefit of their opinion. There is 
now such a requirement. 

Secondly, at the time of the Arkadelphia case, if you will reeall, 
we were searching for grain-storage facilities everywhere in the country. 
There was a very large volume of grain and grain sorghum coming 
into the possession of the Government. We have an obligation by 
statute to maintain a price support of 90 percent of parity for wheat, 
and we have a similar obligation flowing from that to maintain support 
of some other commodities. 

In order to give a farmer the opportunity to secure a loan, we 
required of him a receipt, a warehouse receipt in most cases. Hence, 
if for any reason there was no storage space available to him, then he 
could not have the advantage of price support. 

Accordingly, we moved as rapidly as we could to obtain storage 
space all over the country. As a matter of fact, at one time in the 
Southwest we even made an announcement that if farmers could 
not give us a warehouse receipt we would make temporary loans on 
grain stored on the ground. 

The minute we made that announcement not a bushel of wheat 
ever went on the ground, and the elevators opened up. Farmers 
were able to put their grain in the warehouses, and we sustained the 
market for wheat at the price at which we were ordered to sustain 
it by the laws of this Congress. 

Again, I say to you that we did everything possible to find places 
during that period of time when storage was not adequate. As a 
result, we got into a few of these very unfortunate experiences; 
experiences which, by the remotest stretch of the imagination, I do 
not purport to defend as the kind of operation we should conduct, 
or that is in anywise typical of the operations which the Commodity 
Credit Corporation does conduct. 

However, as far as the report which I think you have in front of vou 
is concerned, and as far as the report of the General Accounting Office 
is concerned, while the two organizers of the company were not ex- 
perienced grainmen, it is evident that they employed an experienced 
grain-elevator operator, and that was the important thing. 

Also, the grain-elevator operator did call the Dallas office and 
informed that office that he had so much grain that he couldn't 








adequately turn it over, and he couldn’t treat the weevil. We are 
not covering that up at all. 

I will only add that the two people responsible are not now in our 
employ. 

Now, with respect to the bond, the uniform practice in the private 
trade is to require no bond. The people who use grain elevators over 
this country—of which we, percentagewise, are probably around 20 
percent by volume—do not require any kind of bond. We thought 
we were being pretty stiff when we required, first of all, a bond equiva- 
lent to 5 cents a bushel on this commodity and then, when we saw his 
poor financial report, added another 10 cents. In this case, we had a 
special bond requirement, 

In retrospect, maybe we should have added 50 cents. But that was 
one of the decisions which was made and from which, of course, we 
have learned something. 

lL would just like to make it clear that nobody defends the 
Arkadelphia situation. We think we have rectified the administrative 
difficulties which gave rise to it. Yet if, at the end of this year, we 
have a great crop of wheat, if we have a great big sorghum crop, and 
a great big crop of corn, and if we don’t have a program for India 
which was involved in relieving these structures of the stress of great 
volume, we probably will be rustling around again trying to make 
the price-support program work effectively for producers. And | 
would not guarantee to you, Mr. Chairman, that in the process some 
kind of a difficulty might not arise. 1 would hope and pray that it 
would not, but I just don’t think that anybody on the face of this 
earth can guarantee that when we get into those great stress situations, 
working with a tremendous number of people with whom we have to 
work, a difficulty like this may not arise. 

Mr. Wuirren. I want to say this, Mr. Seeretarv: [ can well appre- 
ciate many of the things to which you refer. I have been one of many 
who has felt that as long as vou have minimum wages to protect 
labor—and there is no complaint about that—that as long as you 
have protective tariffs, and as long as industry can protect its mark- 
up on individual items by the sales price, unless vou have some price 
support under the basic raw material—the farmer cannot properly 
maintain his position in our economy. 

The reason I want to go into this is, first, that we all believe in 
doing what is right; and, secondly, if there is anything wrong with 
the handling of these programs it can only result in attacks on the 
program. lam going to cite here the bad examples which the investi- 
gators have found, and | want to know what corrective measures have 
been taken and how we can avoid these situations in the future. 
Also, | want to know what can be done to those responsible for the 
gross abuse or gross failure to properly carry out their responsibilities, 
especially where it is a case of violation of criminal law. 

I want to see proper action taken if there is anvthing like that. 
But behind all of that are the recommendations which this committee 
will have as to what can be done to prevent this kind of thing from 
happening again. 

Now, I want to go first into the examples we have of just how 
badly this thing had been run in some eases. 

Secretary BRANNAN. Mr. Chairman, I have a very great and deep 
faith in the people of the Department of Agriculture; but I do not 








attempt to represent to anybody that in a barrel of 85,000 apples 
vou will not run into a bad one here and there, and that in a series of 
millions, literally millions upon millions of transactions, we will not 
execute a few of them badly. 

Mr. Wurrren. You never saw a proper apple-grower that did not 
make a check once in a while in order to try to get them out of there, 
Mr. Secretary. That is what we are trving to do. 

Secretary BRANNAN. Yes,sir. Mr. Chairman, if vou will forgive me 
for being completely frank, there have been times when w e have sought 
of this committee and of the Congress appropriations adequate to do 
some of these things, and we have not quite been successful in getting 
them. 

| mav sav that perhaps these kinds of situations will help disclose the 
kind of problems which we were fearful of, and maybe there is much 
vood in all of this just from that point alone. We have never at any 
time of our historv had enough investigators in the field to cope with 
the tremendous volume of work which comes at peak periods like this; 
and, as a matter of fact, because of all of the focus of public attention 
on the grain, so-called grain conversions in the Dallas area, we have 
moved almost every available auditor and investigator into the 
Dallas area at the expense of routine investigations we ought to be 
making elsewhere in this country. 

Mr. Wuirren. I don’t believe vour records will show any shortage 
of money or people to perform the lob. 

\Ir. Horan. Mr. Chairman, may we have some explanation of why 
the cars were not swept out by the operators? 

Secretary Brannan. I do not think anybody has an explanation of 
that. Is there anybody here who can answer that? 

Mr. Unperuity. That would relate to both the cars owned by the 
Commodity Credit Corporation as well as the cars owned by the trade. 
l would assume that there were no differences in the practices of the 
terminal operators in sweeping out cars for us and for the trade. The 
railroads are ordinarily responsible for losses in transit——if there are 
any such losses the railroads are billed for them. 

There is an allowance of one-eighth of 1 percent for loss in transit, 
but, above that, the railroads will pay for grain if the terminal elevator 
operators don’t sweep out the car. 

Mr. Horan. Do you know of these cases? 

Mir. Unperutityi. This is the first | have heard of it. IT am just 
drawing on my general knowledge. 

Mr. ANpDERSEN. Mr. Secretary, | believe vou stated that it was 
perhaps due to the lack of available personnel that such a thing as 
this might have occurred and that that lack is perhaps traced to the 
lack of appropriations approved by Congress. Did you not say 
something of that nature? 

Secretary BRANNAN. I was saving, Mr. Andersen, that there may 
be many factors involved in one of these kinds of defaults and that 
might be one. Now, let me go on to say that we have operated from 
the beginning—and I think we must operate, gentlemen—on_ the 
theory that the grain trade is honest. 

If we are going to bond the grain trade 100 percent, who will pay 
the bill? We cannot make a grain dealer go cut and buy a 100 
percent bond against all casualties of every kind without eventually 
adding the cost right back into the storage bill for us and for every- 


body else. Therefore, the American taxpaver will pay for it in 
appropriations and he will pay for it in higher charges for the use of 
the space in the elevator where the grain is commingled. 

Mr. ANDERSEN. Pursuing my question, though, I think vou also 
stated just a few minutes back something to the effect that at the 
time this happened there were certain regulations not as vet put into 
effect by the Department as to mandatory inspection by the local 
AAA man. Is that not correct? 

Secretarv BRANNAN. Yes, sir 

Mr. ANperRSEN. If that is the case, how would vour two statements 
jibe as to the lack of appropriations being responsible for somethin 
that did not exist? 

Secretary BRaANNan. Rememoer, Congressman Andersen, my refer 
ence to the use of the local commiutiee was in the context of securing 
an appraisement from the local farmers as to the adequacy of the 


facility, the physical structure 
Mir. ANpERSEN. And you dl 
Inspection of such an elevator as this? 


Secretary Brannan. No. I do not think our county committees 


not have reference to the routine 
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are equipped to vo In and inspect tor possible deterioration of thi 
grain, 

Mr. ANDERSEN. I gathered that from your remarks. 

Secretary Brannan. [am sure vou are aware that a county com 
mitteeman generally would not be competent to make technical 
inspections. 

Mr. AnprersEN. [I do know that our county committeemen mak 
period Inspections of storage at the bin sites. They are very pal 
ticular in that inspection. 

Secretary Brannan. Those are our own bins. 

Mr. ANpDersEN. One further thing enters my mind. Here, it 
seems to me, Is clearly an indication of almost criminal negligence on 
the part of some emplovees, and you state that they are no longer in 
the employment of the Department, which meets with my entire 
approval, by the way. But it seems to me that in the case that we 
were just discussing relative to the Kansas City affair there was a 
certain bit of skulduggery there that meets with far more of my dis 


approval than perhaps this negligence on the part of personnel who 
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ee 


evidently were nol qualified ior their jobs. 


I Vou Zot rid of one Croup, | eannot see how vou could permit t hie 


41 , : 7% } } 4 1] 
other two men to remain on the pavroll as long as thev have, especial] 
when vou take into account the fact that thev have accepted SO-Calles 

, 1 1 ‘ a aie } 
oratuities from a corporation, even though those eratuities were small 


in value 


Seemingly they have broken every rule in the line of competitive 
bidding and the letting of contracts. IT cannot see how those two men 
could even remain with the Department this long, Mr. Secretary. 
That puzzles me. 
Secretary BRANNAN. May IT make one statement for the record now? 
[ said that the two men whom we consider primarily responsible for 
on ; ; 


such things at Arkadelphia and the like have been relieved from dut' 


Mr. ANDERSEN. They are no longer with the Department? 

Secretary BRANNAN, Their names are still on our rolls, and tecl 
nically, | suppose vou could sav that my statement was untrue. Th 
are still technically on o roll 
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Mr. ANDERSEN. In what capacity? 

Secretary BRANNAN. They are in a leave status of some kind, and 
new men are performing their functions. 

Mr. ANDERSEN. But no action is being taken, however, toward 
investigating the possibility of severing the other two from the rolls, 
I refer to those that had to do with the Kansas City situation? 

Secretary Brannan. I must confess very frankly that this is the 
first we have heard of the matter since it was considered 3 or 4 
years ago. 

Mr. ANpERSEN. Yet they violated all rules as far as competitive 
bidding is concerned. If there are any obligations relative to com- 
petitive bidding, it seems to me that they violated all rules relative to it. 

Mr. Horan. Well, | understand vou are going to have the full story 
on that tomorrow. 

Secretary BrRaNNAN. I would just say to vou again, Congressman 
Andersen, remember the atmosphere in which they were acting and 
that in which we are acting now. 


FUNDS AVAILABLE TO COMMODITY CREDIT CORPORATION 


Mr. Wurrren. The atmosphere then may have been responsible for 
creating the atmosphere now. 

I would like to say this now: You meet yourself coming back, Mr. 
Secretary, in my mind at least. I have not found any agency of 
Government—well, there have been one or two in my 10 years of 
experience—that have had enough money. But there just does not 
seem to be enough, whatever the amount. But where I say that you 
meet vourself coming back is that you have fired two men because of 
what happened, vet you say the reason it did happen was because we 
did not give you enough money. 

Surely you did not fire these two men because Congress did not give 
you enough money. You must have fired them because vou felt that 
they were responsible for the situation and had not been performing 
their duties. 

Now, we gave you money with which you hired those men at 
Kansas City. You did hire them, but I am sure that this committee 
did not know that we were giving you enough money to retain them, 
Had we known it, we perhaps would have cut that much. 

Money is not the cure for eve oo. The ehing that is about to 
wreck us all is the fact that the Nation thinks that money is the cure 
for evervthing. We raise everybody's pay, and then when it is 
raised it does not buy as much as the first amount formerly did. We 
just got through with one pay-raise bill vesterday and another just a 
short time before. So money is not the answer to this thing. It is 
going to take some reorganization and some effort here, and we are 
trying to cooperate to get those things done. 

I realize that it is dificult to sit on top of all of it, but let us try to 
do it without saving that we did not have enough money. 

Secretary Brannan. Mr. Chairman, let me say for the record that 
vou unfortunately have put words in my mouth or expressions which 
[ by no stretch of the imagination intended to convey, and T do not 
think my words were subject to this interpretation, [simply said that 
the reason there were not more intensive Inspections of these areas was 
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because we did not have funds to carry on more intensive ins 
of the areas. 

Mr. ANDERSEN. Did you ask for additional funds for that 
purpose? 

Secretary BRANNAN. I think vou will find we did 
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specifie 


Mir. ANDERSEN, Can you show us in the record just where you asked 


) 


for that’ 


Secretary BRANNAN. Yes, sir. I will supply that for the ree 


The information referred to is as follows:) 


UNITED STATES DEPARTMENT OF AGRICULTURI 














Inventory management was cited as a problem of major budgetary Sigi 
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Secretary Brannan. Now, what : was saving—and I was not pass- 
ing the buck in any way, shape, or form in my initial statement 
in answer to your recitation of these ‘facta was simply this: Sometimes 
we might have come upon some of the defaults a little sooner if we 
had had the inspections. 

Let me go on to sav that there is considerable doubt in my mind 
Whether the additional inspections would return to us in dollars the 
cost of such inspection. There is a judgment fi mee here as to whether 
or not we should put an inspector in each of 15,000 elevators in the 
country or one, say, to about every 700 whee 

Isn’t that about how our inspectors run? 1 think we have three in 
the whole area out at Denver. 1 know that of my own knowledge. 
I am not even questioning the finality of the judgment. 

I am saving this: Assume that we do lose the whole of the $80,000, 
to maintain adequate inspection might have cost much more than 
$80,000. 

Therefore, Lam not even questioning the judgment of the committee 
on the thing in the broad sense. But [am pointing out that we have 
gone on the theory here that these people are honest and we are not 
coming in and recommending that we » put an investigator into e very 
elevator where we have grain. 

I would say to vou that the only way in the world you could keep 
an elevator operator honest, if vou thought he was dishonest, would 
be to put your own man in his elevator when you put your grain in 
there. 

Mr. Warrrex. Can you handle it by adequate bonds? 

Secretary Brannan. No. There is the fact that bonds do not come 
cheap in this world. To increase the bonds which we now have to 
the maximum of the grain in storage, which run into millions of 
dollars, would mean—and T have no reason to believe otherwise, and 
I do not think the committee has any reason to believe otherwise 
that somebody besides the parse operator is going to pas the 
bonding fee. We pay it now in the cost of storage, and so does the 
private grain owner. 

May I make that completely clear? In these cases where Govern- 
ment grain is involved, there are thousands of private individuals who 
are similarly situated. These few elevator operators speculated with 
private people’s grain just as readily as they speculated with Gov- 
ernment grain. 

Mr. Warrren. Since you have gotten into this matter I would like 
the record at this point to show the amounts of money that the com- 
mittee, through the last 6 or 8 vears, has allowed as far as the CCC's 
activities are concerned. 

That has to do with a limitation. This is a corporation, and as a 
corporation you are entitled to perform your duties as fixed by the 
law, and this committee has only the responsibiliy of determining 
What funds should be made available for administration. It is only 
there that this committee has had any control over this matter. 

! would like the record to show the amounts of money that have 
been made available to the Commodity Credit Corporation lor the 
last several vears. I want the record to show how that money was: 
expended as well as what functions were performed by the PMA for 
which the Commodity Credit ( Corporation was not billed. 

(The information referred to is as follows:) 
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Administrative expenses, Commodity Credit ( or poration Total funds available 
and obligations by functions, actual fiscal years 1948-51, estimated fiscal 
1951, 
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NATURAL COOLER STORAGE SITE, ATCHISON, KANS. 


Mr. Wuirren. Going on to other things that have developed, I want 
to call vour attention to the natural cooler storage situation at Atchi- 
son, Kans., which has been the subject of a number of Inquiries through 
the vears. The following report is made: 

Until recently PMA operated a natural cooler storage site at Atchison, Kans 
This facility which was developed in 1944 in a limestone quarry, has a gross floor 
area of 621,000 square feet and a storage capacity of between 2,600 and 3,000 
carloads. Total cost to the Government of the development, including machinery 


! 
and equipment, Was approximately $2 million. 
} | 


Total operating costs of this natural cooler storage facility were as follows: 
1948, $203,231; 1949, $227,953; 1950, $245,271; and 1951, $196.590. 


This facility has more than sufficient capacity to store all processed commodities 
requiring cooler storage presently owned by PMA at less than one-half the cost of 
commercial storage. However, because of the present policy of PMA to use o1 
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| storage facilities, this natural cooler storage facilitv has been declared 
the need of the Department of Agriculture and has been turned over 
to the Defense Department on a right-of-entry permit for the storage of machine 
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excess to 
OOIS, 


What is your view with regard to your action in turning this over 
to the military, when it would house all of the perishables that vou 
now have in commercial storage? 

Mr. Geisster. In the first place, of course, our storage needs for 
perishables are very, very low compared to what they were at the time 
that we used the cave. 

The other point is that, of course, location has a great deal to do with 
it. If we were to pick up perishables that we get under price-support 
operations in Wisconsin, say, such as butter, and ship it to Atchison, 
Kans., and store it until it is ready to go back to market and then have 
to come right back over the same road, the whole thing would un- 
doubtedly be very uneconomical. So that is another factor that has 
to be taken into consideration on this point. 

Mr. Wrirren. If the military has use for it, this does not mean too 
much to me. I have always taken the view that there is only one 











government, and frequently one department holds onto something to 
keep others from using it fully. 

What representations, if any, were made to the Defense Establish- 
ment as to whether or not they could utilize these facilities? 

Secretary BRANNAN. What they intend to use it for, as | understand 
it, is to store machinery; certain types of lathes, drills, and a number 
of things, which they are going to put down there. The committee 
can just see how the Commodity Credit Corporation would be in 
trouble if it took butter out of the long-established channels of trade 
and warehousing facilities in Wisconsin and Illinois, and other places, 
and shipped it clear down to Kansas. I do not think we could live 
with it. I do not think you could live with it. 

Mr. Getssiter. You could not store every commodity in that cave, 
either. It has peculiar climatic conditions, which make it impossible 
to store many commodities in it. It pretty near has to be a canned 
product, or something that is closed. The temperature is all right, 
but the humidity is very high. 


AGREEMENT WITH MID-WEST STORAGE AND REALTY CO., KANSAS CITY, MO. 


Mr. Wuirren. Turning now to other examples as to what has been 
found with regard to some of your operations, a specific example cited 
is the cost of your operation in connection with the Mid-West Storage 
and Realty Co., of Kansas City, Mo. The report states: 

during a period of 20 months, PMA paid this company storage 
charges in excess of $382,000 for the storage of grain in 153 Government-owned 
buildings at Camp Crowder, Mo. These buildings were leased from the War 
Assets Administration by Mid-West at an annual rental of $11,270. The V. M. 
Harris Grain Co., which also stored grain at Camp Crowder, were paid storage 
charges by PMA of $290,335, while paving a total rental to War Assets of $16,713. 
Also, the Emergeney Grain Storage Co. stored grain at Forbes Air Base, Kans., 
for which the Government received rental of $23,985, and to whom PMA paid 
storage charges of $203,448. In total, this company received payments from 
PMMA for the storage of CCC-owned grain of more than $965,000 over a period of 
3 years. 

This was for the use of a Government-owned building. 

What justification can there be for that kind of thing? 

Secretary Brannan. Mr. Chairman, may we put in the record a 
statement on the subject? 

Mr. Wurrren. You can read it to the committee and then, if you 
wish, you can let the committee have it. 

Secretary Brannan. The facts are that this company operated 
under the Uniform Grain Storage Agreement. It received the grain, 
stored the grain, and, with a small exception, it kept it in good con- 
dition and turned it back in good condition, and received no more 
and no less than anybody else received for storing grain. 

However, in addition to that, this facility had to be conditioned to 
receive the grain. It was also off the normal railroad lines and, 
therefore, new trackage arrangements, or even trucking arrangements, 
had to be set up and operated by the company. 

It is our offhand impression that when the General Accounting 
Office or the contract settlement group complete their arrangements 
with this outfit, and it pays the cost of restoring the buildings to the 
condition in which the facility was when they took it from General 
Services, that the Mid-West Storage & Realty Co. will probably not 
have made a cent out of it. If we had tried to do the reconditioning 
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of the buildings and all the rest of the things required to store grain 
in there we would have paid out as much as we paid these folks in 
storage charges, probably more. 

These folks got and took no advantage of the Government-—got 
no special windfall in any way, shape, or form. 

Mr. Wuirren. | have felt for quite a long time that there just is 
not any coordination between the Government agencies and depart- 
ments. The point here is the War Assets had these buildings, and I do 
not know as to the dates, but the Commodity Credit Corporation 
had commodities or could foresee that they would have them, and 
apparently War Assets released these buildings to this group at this 
nominal price. 

Were these facilities offered to the Department? 

Secretary BRANNAN. If they were, we certainly did not show any 
interest in them, because we could not have gone out there and done 
all of the tremendous amount of carpentry work and everything else 
which the private people could do and would do. We could not have 
gotten the trucks; we could not have gotten all the rest of the things 

Mr. Wurrren. It is surprising what the Department can do when 
it sets itself. But I am wondering about the over-all Government 
picture, 

A few vears ago, I recall, the Department of Agriculture asked for 
$250,000 for a cold storage experimental center at some building in 
Chicago. I happened to be at Eglin Field, Fla., and knew that the 
Government had a tremendously large one there which another 
department had. So | suggested thes look into that. We held up 
the money. The other department sald, “We would be olad to have 
them use it.”’ 

Then they checked further and, as a result, they found 
over here at Fort Belvoir, just across the river. 

In the last war, the Navy wanted to construct about $350 million 
worth of new facilities, and the Army was vacating more than that. 
We finally got onto it and, by action of the committee, called it to 
their attention and saved that money. 

Apparently, there is no clearing agency here. It might be that by 
the time you were ready to put this grain in there, title had passed 
from the War Assets Administration to these other folks, and then all 
you could do was to rent it. I do not know. 

Secretary BRANNAN. Of course, that is true. 

Mr. Warrren., There is some defect in government when those 
buildings got away. Can you check your records to see if War Assets 
ever offered these buildings to you? 

Secretary BRANNAN. Certainly we can check our records to see. 

Mr. Wurrren. I would like to have a report to see if they ever did, 
and I would like to have a report from the War Assets Administration 
to see why they did not tender these buildings to other departments 
of government before they sold them for these nominal sums. 

Mr. Grtsster. I can give you a general report, that I have here. 

An examination of the Commodity Credit Corporation records 
indicates that a total of 109 former defense facilities have been utilized 
for storage of commodities owned by or pledged to the Commodity 
Credit Corporation. Seventy-three of these facilties had already 
been disposed of by the Federal Government at the time they were 
first utilized for this purpose. 
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government, and frequently one department holds onto something to 
keep others from using it fully. 

What representations, if any, were made to the Defense Establish- 
ment as to whether or not they could utilize these facilities? 

Secretary BRANNAN. What they intend to use it for, as | understand 
it, is to store machinery; certain types of lathes, drills, and a number 
of things, which they are going to put down there. The committee 
can just see how the Commodity Credit Corporation would be in 
trouble if it took butter out of the long-established channels of trade 
and warehousing facilities in Wisconsin and Illinois, and other places, 
and shipped it clear down to Kansas. I do not think we could live 
with it. 1 do not think you could live with it. 

Mr. Getssiter. You could not store every commodity in that cave, 
either. It has peculiar climatic conditions, which make it impossible 
to store many commodities in it. It pretty near has to be a canned 
product, or something that is closed. The temperature is all right, 
but the humidity is very high. 


AGREEMENT WITH MID-WEST STORAGE AND REALTY CO., KANSAS CITY, MO. 


Mr. Wairren. Turning now to other examples as to what has been 
found with regard to some of your operations, a specific example cited 
is the cost of your operation in connection with the Mid-West Storage 
and Realty Co., of Kansas City, Mo. The report states: 

during a period of 20 months, PMA paid this company storage 
charges in exeess of $382,000 for the storage of grain in 158 Government-owned 
buildings at Camp Crowder, Mo. ‘These buildings were leased from the War 
Assets Administration by Mid-West at an annual rental of $11,270. The V. M. 
Harris Grain Co., which also stored grain at Camp Crowder, were paid storage 
charges by PMA of $290,335, while paving a total rental to War Assets of $16,713. 
Also, the Emergency Grain Storage Co. stored grain at Forbes Air Base, Kans., 
for which the Government received rental of $23,985, and to whom PMA paid 
storage charges of $203,448. In total, this company received payments from 
PMA for the storage of CCC-owned grain of more than $965,000 over a period of 
09 Vears. 

This was for the use of a Government-owned building. 

What justification can there be for that kind of thing? 

Secretary Brannan. Mr. Chairman, may we put in the record a 
statement on the subject? 

Mr. Wuirren. You can read it to the committee and then, if you 
wish, you can let the committee have it. 

Secretary Brannan. The facts are that this company operated 
under the Uniform Grain Storage Agreement. It received the grain, 
stored the grain, and, with a small exception, it kept it in good con- 
dition and turned it back in good condition, and received no more 
and no less than anybody else received for storing grain. 

However, in addition to that, this facility had to be conditioned to 
receive the grain. It was also off the normal railroad lines and, 
therefore, new trackage arrangements, or even trucking arrangements, 
had to be set up and operated by the company. 

It is our offhand impression that when the General Accounting 
Office or the contract settlement group complete their arrangements 
with this outfit, and it pays the cost of restoring the buildings to the 
condition in which the facility was when they took it from General 
Services, that the Mid-West Storage & Realty Co. will probably not 
have made‘a cent out of it. If we had tried to do the reconditioning 
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of the buildings and all the rest of the things required to store grain 
in there we would have paid out as much as we paid these folks in 
storage charges, probably more. 

These folks got and took no advantage of the Government—got 
no special windfall in any way, shape, or form. 

Mr. Wuirren. | have felt for quite a long time that there just is 
not any coordination between the Government agencies and depart 
ments. The point here is the War Assets had these buildings, and I do 
not know as to the dates, but the Commodity Credit Corporation 
had commodities or could foresee that they would have them, and 
apparently War Assets released these buildings to this group at this 
nominal price. 

Were these facilities offered to the Department? 

Secretary BRANNAN. If they were, we certainly did not show any 
interest in them, because we could not have gone out there and done 
all of the tremendous amount of carpentry work and everything else 
which the private people could do and would do. We could not have 
gotten the trucks; we could not have gotten all the rest of the things. 

Mr. Wureren. It is surprising what the Department can do when 
it sets itself. But I am wondering about the over-all Government 
picture. 

A few vears ago, I reeall, the Department of Agriculture asked for 
$250,000 for a cold storage experimental center at some building in 
Chicago. I happened to be at Eglin Field, Fla., and knew that the 
Government had a tremendously large one there which another 
department had. So I suggested they look into that. We held up 
the money. The other department said, ‘We would be glad to have 
them use it.” 

Then they checked further and, as a result, they found one right 
over here at Fort Belvoir, just across the river. 

In the last war, the Navy wanted to construct about $350 million 
worth of new facilities, and the Army was vacating more than that. 
We finally got onto it and, by action of the committee, called it to 
their attention and saved that money. 

Apparently, there is no clearing ageney here. It might be that bys 
the time vou were ready to put this grain in there, title had passed 
from the War Assets Administration to these other folks, and then all 
you could do was to rent it. I do not know. 

Secretary BRANNAN. Of course, that is true. 

Mr. Wurrren. There is some defect in government when those 
buildings got away. Can you check your records to see if War Assets 
ever offered these buildings to you? 

Secretary BRANNAN. Certainly we can check our records to see. 

Mr. Warren. I would like to have a report to see if they ever did, 
and I would like to have a report from the War Assets Administration 
to see why they did not tender these buildings to other departments 
of government before they sold them for these nominal sums. 

Mr. Grersster. I can give you a general report, that I have here. 

An examination of the Commodity Credit Corporation records 
indicates that a total of 109 former defense facilities have been utitized 
for storage of commodities owned by or pledged to the Commodity 
Credit Corporation. Seventy-three of these facilties had already 
been disposed of by the Federal Government at the time they were 
first utilized for this purpose. 
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In other words, private interests bought them and then negotiated 
with us. 

In most cases these facilities had been transferred to a municipality 
or other local government agency which leased to a private warehouse. 

A total of 34 facilities which were still owned by the Federal Gov- 
ernment were used to house CCC commodities. 

So there were 34 out of 109 that were government-owned when our 
commodities were in them. 

Mr. Wuirren. You see, there are two things that enter into it. 
Kirst, apparently, there is no effective system which allows one de- 
partment to clear with another. Secondly, possibly there is short- 
sightedness on your part in not anticipating that this grain would be 
available and require storage. 

Mr. Getsster. I think two things can probably enter into this 
picture. One of them is this whole general philosophy that, if the 
Government were not in that business, that private industry would do 
it. 

The second one is that all of these facilities were not equipped or in 
shape to handle grain for storage in the exact shape in which the De- 
fense Department, or somebody else, had them. So there were tre- 
mendous conversion costs involved in them. 

Mr. Wuarrren. [ would like a detailed report as to whether or not 
these particular buildings were ever certified to you by the War Assets 
Administration as being available. If thev were not, we would like 
to know it. If they were and you turned them down, we would like 
to know the dates and the reasoning, and so forth. 

I notice, Mr. Secretary, that vou said that maybe the private oper- 
ators will make no profit on them. Do vou have any figures as to the 
cost of their conversion? 

Secretary Brannan. We do not have them in our own records, but 
| think we have had access to the figures, to the audits of the books 
of the General Services Corporation. 

Mr. Warrren. The committee would be interested in that if it is 
available. If vou want to give us any further information, we will be 
vlad to have it. 

Secretary Brannan. I think the bulk of it is in this document. It 
is a three-page statement, if vou would like to have it read into the 
record now. 

Mir. Wairren. You might leave it for inclusion in the record. 

(Excerpt from document referred to is as follows: ) 

The grain crops of 1948 and 1949, fortunately for this country, were very large; 
and, inder the programs directed and authorized by the Congress, the Depart- 
ment of Agriculture, through the Commodity Credit Corporation, had taken pos- 
session of a considerabie quantity of grain which it was earnestly endeavoring to 
place in safe and proper storage. Among many contracts which it entered into 
for this purpose was one dated September 15, 1949, No. T44—-2—CCC-—399, with 
the Midwest Storage & Realty Co. of Kansas City, Mo., hereinafter referred to as 
warehouseman. Under the terms of this contract, Government-owned grain was 
to be stored in reconditioned facilities located at Camp Crowder, Mo. No lease 
or other contract existed between CCC and the warehouseman at any time. 

The contract was one of a series known as the uniform fre Vin-storage agreement. 
A conformed copy is atts iched to this statement marked ‘‘Extibit A.”’ 

Under this contract, Commodity Credit C orporation was obligated to pay ware - 
housemen the same rt ate s for receiving, storing, insuring, conditioning, and loading 
out corn that it paid to all other warehousemen throughout the United States who 
received corn by rail or water for the account of the Corporation. 
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The contract with warehouseman was identical with some 12.500 other uniform 
grain storage agreements entered into D\ Commodity Credit Corporation exe pt 
that the Corporation agreed so store a minimum of 2 000,000 bushels of corn for a 

ifficient period for the company to earn at least 1 vear ee and the Midwest 
Storage & Realty Co. agreed to accept up to 6,000,000 | ( 3 1 tl 
amount of grain storage be required by Commodity Credit 
= ipplement to contract identified exhibit Xk. 

Of the 12,500 uniform grain storage agreements entered into by Commodity 
redit Corporation, approximately 


isage agreements such as this supplement. The large majority of these agreen 











» have been accompanied by euarant | 
























were designed to encourage private enterprise to erect hew storage in areas where 
it was needed. ‘These guaranties were for 2 or 3 years. The remainder of the 

rage guaranty agreements were designed to encourage the utilization of 
faciuities which were not originall erected for the purpose for grain storage These 
euaranties were ordinarily for 1 year only. The storage guaranty of the Midwe 
Storage & Realty Co. falls in t] latter group 

At the time the agreement with Midwest Storage & Realty Co. was signe it 
was known that Commodity Credit Corporation had definite need for 2,000,000 
ishels of storage ¢: itv in the It was reeogni | i i! 1 
former Army barracks for grain stor: considerab nse would | 
enecou ‘ed in repairing or remodeling the barracks a buildir were 
rent AVE of 1 mile from the railroad siding, a cost cl oe the gra 
»and from storage weuld be encountered which is not norn 1 grain terminal 
or subtermit a operatior 

Che first shipment of corn under the agreement was received by the Midwest 
Storage & Realty Co. on October 24, 1949. By December 24. 1949. the total of 
2,041,803 bush i had been shipped to the company for storage. The first ship 
ment of corn from the facilittv was made on February 5, 1951, and all of the eorr 
was removed bv Mav 15, 1951 

On the basis of rates speeified in the uniform grain storage agreement, the Mid- 
west Storage & Realty Co. was paid a to 201 for storing 2,041,803 
bushels be corn for an average of about 500 

The Midwest Storage & Realty Co. was sful in maintainit 
qualit v “fe the eorn while i storage On] rn loaded o ided 
sample, requiring a deduction of approxi payments whic 1 
otherwise have been made to the warehou ve and « el s Of 
corn while in storage amounted to less than 1 pereent and was within the toleray 
imits expected as a result of the reduetion in moisture content OF ! ‘ 
iniform grain-storage agreement, the warehouseman is responsible for at 
deterioration or loss of grain while it is in storage 

Che faet that this warehouseman was a nev rpora Wi ene rt : 
Crit ed it t! tatem t ‘ Che we Of Wwareho n eorpora 
tion or its capital strueture is irrelevant because CCC had required the exeeution 
of a performance bond with ties before any grain was delivered into 
ts custody This bond was al amount of S200,000, and the protee 
on to the Government was which it has under the uniform grait 
~ rave i eement witt other warehousemel 

It is also alleged that the amount paid to the Midwest Storage & Realty (¢ 
represented unreasonable profit Whether or not this is true in the ease of th 
varehouseman or anv one of the other 12,500 warehousemen terns on the per 
nit charge specified in the contract The important point to note is that this 
varehouseman received the identical amount for storing a bushel of corn that ar 


er Warehouseman in the country rece 





On the contrary, there is reason to bel this particular warehousemat 
av have made less than many old-line 1 firms Its expenses ineluded 
1) cost of trucking corn from railhead to buildings; (2) cost of repairs to buildings 
» make them suitable for grain storage; (3) insurance on grain and buildir 

ft) premium on $200,000 bond running to Commodity Credit Corporatior 5 
st of fumigation of grain: (6) cost of turning and conditioning grain, if necessary 


7) demurrage when weather con ditions made it impossible to unload and truck 
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former defense buildings. Hence, CCC is not now doing business with the Mid- 
west Storage & Realty Co. 

It has always been the policy of the Department to utilize normal trade chan 
nels in the storage of its commodities whenever it is feasible to do so. The Cor 
poration, in fact, is under legislative mandate ‘‘to the maximum extent practi 
cable consistent with the fulfillment of the Corporation’s purposes and the effec 
tive and efficient conduct of its business, to utilize the usual and customary 
channels, facilities, and arrangement of trade and commerce in the warehousing 
of commodities.”’ 

Under this policy the Department has encouraged other Government agencies 
which had custody of former defense facilities to make them available to private 
industry for the storage of commodities owned by it and by farmers. Out of thi 
some 12,500 uniform grain storage agreements entered into by Commodity Credit 
Corporation some 85, or about two-thirds of 1 percent, have been entered into 
with warehousemen who have rented or leased former defense facilities. 


THURSDAY, JANUARY 17, 1952. 
STORAGE AT CAMP CROWDER, MO. 


Mr. Wurrren. Mr. Secretary, continuing with our inquiry into the 
matter of the Commodity Credit Corporation, | believe vesterday 
that the committee discussed with you the case in which the Com- 
modity Credit Corporation had paid the equivalent of $965,000 rental 
at Camp Crowder, Mo. You indicated that these buildings had been 
released as surplus by the Government. At the time the Commodity 
Credit Corporation stored grain there, you stated the buildings no 
longer belonged to the Government and you had to pay rentals just 
as though thev had never belonged to the Government. Have you 
had a chance to verify that fact? 

Secretary Brannan. Mr. Chairman, I have, sir. And the material! 
which I submitted to the committee yesterday is a complete statement 
on the subject with reference to Camp Crowder. 

We have some additional information I think the committee should 
have before it in this connection. 

Mir. Wreirren. We are very much interested because nothing 
bothers any of us any more than to see such a short-sighted policy of 
the Government—and when I sav “Government,” I mean all depart- 
ments—resulting from the lack of coordination between the various 
departments. 

Even though it may be true that these buildings have been sold, 
I wanted to know yesterday whether they had been offered to the 
Commodity Credit Corporation by the War Assets Administration 
or the military prior to their sale and, if so, why it was that the Com- 
modity Credit Corporation did not foresee the need for these buildings. 
I want to know the whole story in connection with it. 

Mr. Warrren. Referring to the latter part of my question as to 
what vour check-up discloses, will your poceed? 

Secretary Brannan. Mr. Chairman, this is Mr. Geissler’s jurisdic- 
tional area, and I think he has the material that the committee needs 
on that point. 

Mr. Wuirren. We shall be glad to hear from Mr. Geissler. 

Mr. Getsster. Yesterday I gave this committee a statement on 
the Camp Crowder case specifically, and I also read the statement of 
the number of those kinds of facilities used for grain storage and the 
number of those that had been purchased by the private grain industry 











Le i ie | 


a 


f 


and releasing them to us, and [I think there were 34 out of the total 
of 109 that Commodity Credit Corporation commodities were in 
while they were still owned by the Federal Government That is the 
general background information. 

Since then we have checked into the records of the Department, 
and in the case of this Crowder deal there is no evidence that it was 
ever offered to the Department by War Assets Administration 
However, there is also no evidence that the Department looked into 
whether War Assets Administration had any of those kinds of 
facilities. 

| think that the evidence that we find in the record of the Com- 
modity Credit Corporation indicates quite clearly that the general 
policy of Commodity Credit Corporation was to encourage private 
industry to obtain these facilities, under the feeling that that was what 
Congress had directed should be done in the Commodity Credit Cor- 
poration charter and, to the extent that was possiple, to get storage 
facilities without the Commodity Credit Corporation itself operating 
the facilities. 

Mr. Wuirren. It is vour feeling then that the Congress, through 
subsection (h) of the charter, directed vou to not replace private 
business but to help promote private business. Is it your idea that 
the Congress went so far as to require vou to stand by and let the 
War Assets Administration sell or lease Government buildings to 
private individuals, with the result that vou must go in and pay 
private individuals, in this case, $965,000 in storage fees? Is that the 
construction vou take in connection with this section of the charter? 

Mr. Getssiter. That ce rtainly seems to be the policy that was fol- 
lowed at the time we are speaking of 

Mr. Wuirren. Is that before you came in? 

Mr. Grtsster. Yes, but | think we still feel that the record is cer- 
tainly clear on the point that the Government is not supposed to be 
in the grain storage business, if it can get private industry to do the 
job. 

Mr. ANpERSEN. That is, of course, within certain limitations. 

Mr. Getsster. That is mght. | think that is illustrated by the 
fact that out of this total of 107 facilities where nobody else could be 
interested, in storage, finally, 10 were operated by Commodity Credit 
Corporation. 

Mr. Horan. | think it is fair to point out something that is peculiar. 
In the case of Arkadelphia, the company was organized on March 3, 
1950. They received wheat on July 12. The first reports of irreg- 
ularities and condition of that stored wheat occurred about 6 weeks 
later—on August 24, 1950. It would appear that this is not a bona 
fide, down-to-earth member of the grain storage fraternity, but it 
was an engineering company that left Memphis at least with the 
expressed purpose of making some profits. 

Mr. Warrren. Go ahead, Mr. Secretary. 

Secretary Brannan. As the chairman pointed out, Mr. Horan, in 
the Camp Crowder case, the matter in question is not grain going out 
of condition. It was the Arkadelphia ease in which the grain went 
out of condition. ‘The Arkadelphia land and facility was privately 
owned. 

Mr. Unperuiiy. It was a former flour mill. 

Secretary Brannan. There is no Government facility or land 
involved in the Arkadelphia case 
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Mr. Wuirren. How do the rentals paid in the Camp Crowder, 
Mo., case compare with the rentals you paid at other similar places 
which had not formerly belonged to the Government? 

Mr. Greisster. The contract under which we operated with the 
Camp Crowder deal was a uniform storage agreement which was 
identical to all our storage contracts. 

Mr. Wurrren. You did not pay any higher rate or anything of that 
type? 

Mr. Grtssuter. No; no higher rate than they required to do the 
same thing with storage facilities. 


LACK OF COORDINATION IN USE OF FACILITIES 


Mr. Wurrren. As I pointed out earlier, to me and to the publie at 
least, this property belongs to the Government. One of the tragedies 
I find in the way of handling Government funds is that there is no 
real coordination in the use of facilities. 

How can we go about seeing to it that the Commodity Credit 
Corporation does check with these other agencies to find out what is 
available? Do you construe this section of the charter as being so 
tight as to require vou to let Government property be sold or leased 
for a song, and then you go ahead and rent it back at regular rates? 
I want to know what is the position of the Commodity Credit Corpora- 
tion on that. 

Mr. Grisster. I believe there should be two things that should be 
taken into consideration. One would be that there should be some 
clarification as to what the intent of the law is in regard to this matter 
that we have discussed before, about the policy of Commodity Credit 
Corporation being in the storage business. 

The second one is that this should have to be taken into consider- 
ation—the kind of facility which was not constructed for grain storage 
purposes originally, and that would be whether the Commodity Credit 
Corporation could undertake the remodeling of those buildings and 
the operation of those buildings, and probably the cost of recouverting 
them back to the original condition more efficiently and cheaver than 
some private enterprise could 

Mr. Warrren. Why would you have to convert them back to the 
original condition? 

Mr. Greisster. That was part of the contract that the War Assets 
Administration made with the folks that took over the buildings. 

Mr. Wuirren. They did not surrender the title but released them? 

Secretary Brannan. They have certain rights which they are re- 
quired to put in their contracts under which the buildings must be 
returned to them in the same condition, after allowance for normal 
wear and tear, in which they were when turned over to the private 
individuals. In the Camp Crowder case, the very fact that the lossee 
there must put the buildings back in condition at prices which he did 
not anticipate at the time he took the buildings, probably will eat up 
any profits he may bave had, and he may be no better off than he was 
before the contract. 

Mr. Wuirren. According to the information before the committee, 
during this period of 20 months PMA paid this company storage 
charges in excess of $382,000 for the storage of grain in 153 Govern- 
ment-owned buildings at Camp Crowder, Mo. These buildings were 
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leased from the War Assets Administration by Midwest at an annual 
rental of $11,270. The V. M. Harris Grain Co., which also stored 
grain at Camp Crowder, was paid storage charges by PMA of $290.335 
while paying a total rental to War Assets of $16,713. 

\lso, the Emergency Grain Storage Co. stored grain at Forbes Air 
Base, Kans., for which the Government received rental of $23,985 and 
to whom PMA paid storage charges of $203,448. In total, this com- 
pany received payments from PMA for the storage of CCC-owned 
grain of more than $965,000 over a period of 3 years in buildings 
belonging to the Government, though they may have been leased. 

1 asked vou vesterday if you could get us the figures showing the total 
cost to these companies for fixing these buildings up for the storage 
of grain and for reconverting them, in order to turn them back in t he 
condition in which they obtained them. 

In other words, what was their net profit in this deal? Can you 
cet those figures, or do vou have them? 

Secretary Brannan. Mr. Chairman, I think we can get them, but 
they are in the possession of War Assets Administration, and it will 
take usa few days. You ve EY. kindly allowed us to look at the re port 
from which we are working, and we spent most of our time last night 
on 1b, 

Mr. Wairren. I want the Department to know that the committee 
desires to be absolutely fair. We received the report only yesterday 
morning and we have every intention of giving you all the factual 
information tn it. 

Secretary Brannan. The committee has been very fine, and that is 
just another one of the gestures of its ¢ ooper: ition, we do apprec late it. 


Mir. ANDERSEN. I agree with your suggestion, Mr. Chairman, that 
the subcommittee should have a detailed account of the profits of this 
particular corporation storing grain at Camp Crowder. | think we 


should have a complete analysis of just exactly what they paid out in 


every line and what profit they made during that period. We might 
as well have a complete analysis so that we know what we are talking 
about relative to this Camp Crowder situation. 

Secretary BRANNAN. We shall have them. 

Mr. Grisster. I understand, Mr. Chairman, that the General 
Accounting Office is making - ag audit of this Camp Crowder 
deal, and, of course, from the War Assets Administration’s standpoint 
as well as our operation, and certs abate they should have those figures. 

Mr. Warrrren. Of course, this committee is concerned with the 
operation of the Commodity Credit Corporation. We all agree that 
the operation of the Commodity Credit Corporation is highly im- 
portant to the American people, to farmers and consumers alike. 
But the only way that we have any right to retain it is to see that it 
is properly operated. That is our desire here. Que 

Now, there is a further reason that makes it highly important to 
find out the facts in this ease. LT agree that the Government shouldn't 
set out to do away with private enterprise. However, if that section 
of the charter is so tight as to require the Government to let its own 
property stand vacant while its own grain needs storage space, or 
require the Government to stand by and let Federal property be 
leased for a song to somebody and then soci to the Commodity 
Credit Corporation at high rentals, the appropriate legislative com- 
mittee should be advised, so that they may give consideration to 
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amending the charter. However, personally I don’t believe that 
is necessary. 

Mr. ANDERSEN. Let me see, in connection with that very point: 
We have had it brought up several times. You may remember that 
when this charter was up before the House for consideration, that it 
was I, personnally, who managed to secure the insertion in this partic- 
ular section of the language reading 
to the maximum extent practicable and consistent with the fulfillment of the 
Corporation’s purposes, and the effective and efficient conduct of its business. 
Now, that was my language, gentlemen. That was the language of 
people like myself and Mr. Hope ae othe ‘rs, Who went in there trying 
to keep for the Commodity Credit Corporation the proper handling 
of its own business. We did not want them hamstrung or prevented 
from doing the right kind of a job 

I want to say this: That at no time do [ thmk that this entire lan- 
guage, as quoted on page 17 of the committee report, should be con- 
strued as preventing the Commodity Credit Corporation from doing 
exactly what this language states 

As far as IT am concerned, this language certainly does not demand 
that you go out of your way to charge to the taxpayers an additional 
nickel in order to do business with private trade, but, if everything else 
is equal, we should lean to private industry as far as storage is con- 
cerned, 

[ just want to make my position plain here because I think I was as 
instrumental as any other man in Congress in protecting the Com- 
modity Credit Corporation, and in turn, the farmers, from being 
hamstrung in that proposed charter at that time. 

To my way of thinking, the Commodity Credit Corporation cer- 
tainly has the right to go about its business in the storage field in 
exactly the way this language reads, and I will repeat, to conclude: 
consistent with the fulfillment of the Corporation’s purposes and the effective 
and efficient conduct of its business 

That is all, Mr. Chairman. 

Mr. Wurrren. I was in that fight also. I have always taken the 
view that certainly there is no desire for the Government to replace 
private enterprise. On the other hand, it has never been my view 
that the Government should waste the money of the Public Treasury 
just to make some folks rich. Since Mr. Andersen was one of the 
authors of this language, his attitude does count, and I too can verify 
the facts. They should count with the Department, as to what was 
intended, 

I want to say that when this matter was before the House I spoke 
on the issue in an effort to get a spovlens ular amendment adopted so 
that it would not interfere with the carrying out of the objectives of 
the Commodity Credit C saaeubain: In view of that, I am wonder- 
ing if it has been your determination whether you should not reverse 
your stand about this matter, because the Congress itself accepted this 
language which you have and which gave you some rights to protect 
the Commodity Credit Corporation. 

Mr. Anpersen. I think, Mr. Chairman, they have every right to 
protect themselves. 

Mr. Wutrren. I do, too. 

Secretary BRANNAN. I am not disagreeing with anything that has 
been said. I would like to add two facts to it: 
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First of all, whatever sum we paid the Midwest Grain Co., who 
operated Camp Crowder and became the custodians of our grain, 
whatever total amount we paid them per bushel they received identi- 
cally the same amount as any other person who stored grain for the 
Commodity Credit Corporation. 

Mr. ANDersen. They were given the very same contract? 

Secretary Brannan. Yes; they were given the uniform storage 
agreement. They did, however, have one other provision, that if 
they did spend all the money necessary to put the facilities in condition 
to handle the grain—and it was not a facility which, as it stood, would 
handle grain—that we would store a certain amount of grain in view of 
their capital investment. 

That is the only difference between that contract and some 12,506 
other § 

15,000 contracts that are outstanding. 

The second and most important point, though, that I would like 
to make, Mr. Chairman, is that for every bushel of grain that went 
into Camp Crowder, and came out again in good condition, we re- 
ceived in the sale of the grain not only the price of the grain that 
we paid, but also the cost of transporting it to Camp Crowder, and 
the cost of the storage charges which we paid for Camp Crowder. 
In other words, the $900,000 to which you made reference, Mr. 
Chairman, is not a loss to the Corporation or an expense to the 
Corporation, as 1t was recovered in the sale of the grain. We can 
tike no credit for that because, again, that is the directive of the 
statute: 

When we take any one of these basic or storable commodities under 
the price support legislation, we must sell it back out at 105 percent 
of the price support level, plus carrying charges, plus transportation 
and storage, or the market, whichever is higher. Therefore, the 
$900,000 is not a loss to the Commodity Credit Corporation. It 
really is not a loss to anybody except that it is added into the total 
storage cost of wheat which goes into a loaf of bread. 

Mr. Horan, That was the market, though, that did that, was it not? 

Secretary BRANNAN. Mr. Horan, if there had not been a short 
wheat crop, if they had not had the difficulties that they had in 
Canada, and if the Korea situation had not occurred, a lot of the things 
we are talking about might look a little different today. 

Mr. Horan. There could have been a loss. 

Secretary Brannan. Theoretically we might never have sold the 
grain, certainly, 

Mr. ANprERSEN. I gathered that the chairman is interested in 
developing this particular instance, because of its effect on future 
operations. As far as I am concerned, this particular instance is not 
so much the responsibility of the Commodity Credit Corporation as 
it is the responsibility of other divisions in the Government who have 
turned over to individuals property of this nature at such a very low 
price, 

Now there, I think, is the point that should be developed, Mr. 
Chairman. 

Secretary BRANNAN. I agree that is the crux of the problem about 
Camp Crowder, sir. Whether it is a low price or a high price depends 
on all the figures which you have requested. 

Mr. ANprrsEN. As the chairman brought out, what did the Com- 
modity Credit Corporation do prior to the release by the War Assets 


er grain storage contracts, and for all practical purposes some 
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Administration of this property to individuals, along the line of inform- 
ing the War Assets Administration that they might possibly need 
storage space of such facilities, for Government purposes? There is a 
responsibility for you gentlemen to place that explanation before us 
and let us know whether or not, as the chairman stated yesterday, 
you people did foresee any possible need for such facilities. That is 
the point that I am interested in. 

Secretary Brannan. As Mr. Geissler has pointed out, we did use 
some old war facilities, and converted them to the storage of grain. 

Mr. ANDERSEN. Out of a total of how many facilities? 

Secretary BRANNAN. Out of 109. We could not have gotten our 
hands on many of them because they were already gone before we 
were aware that we were going to have the storage problem of the 
magnitude that was then developing. 

And, of the 384 which were used directly, we operated 4 of them 
ourselves, and made use of the others in the custody of either the 
Army or the other ageney which owns them and which retained them, 
on a temporary basis, subject to recall immediately in the event of 
an emergency. 

Mr. Waerrren. I think that the Commodity Credit Corporation 
has completely misconstrued this section of the charter. Certainly 
it was put in there to give you the right to run vour business to the 
best advantage of the Government and the taxpayers who provide 
the money. Although there was no desire to run anybody out of 
business neither was there any desire to put anybody in the ware- 
housing business at a tremendous profit at Government expense. 

I do think that it was a duty for the Commodity Credit Corporation 
to have found out what the Government then possessed so they would 
not have had this expense. As I understand it, the law required that 
the War Assets Administration submit the surplus property items to 
other departments. IT want a thorough check made to see if this prop- 
erty was ever submitted to the department. 

With this big problem, even though it might not be required by law, 
I think you should seek the aid of other departments. 

Mr. Geisster. There is nothing in the record of the Commodity 
Credit Corporation that indicates that this particular property was 
ever indicated by the War Assets Administration to be available 
Also, the record does not contain any information that the department 
tried to find out if it was available. 

Mr. Warrren. Do you have those dates as to when this took place? 

Secretary Brannan. They are in the statement which is in the 
record. 

Mr. Wuirren. Before we leave this item, you said you did rent 
several of these buildings. I want vou to put in the record what it 
cost to handle the buildings that you took over and operated your 
selves, so that the committee may compare that with the buildings 
vou actually used. 

(The information requested is as follows: 

Data on which to make an exact comparison between the cost which CC¢ 
incurred in storing corn in former defense facilities and the cost which would have 
been involved if it had been stored with private warehousemen under the provi 
ions of the uniform grain storage agreement are not readily available. The data 
given below are incomplete in two respects, one of which tends to understate the 
cost of CCC operations, and the other of which tends to overstate the operating 
costs under the uniform grain storage agreement. The amount of the loss due to 


deterioration in quality which was experienced in storing the corn in former 
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defense plants is not now availabie although it can be obtained at a later date from 
the records of the PMA field offices. Likewise, the exact time that the grain was 
in storage is not available. Such facilities were ordinarily filled in a relatively 
short time, but in some cases were emptied over a considerable period of time. 
These qualifications should be given full weight in evaluating the data in 
below which indicate that it probably cost CCC more to operate the Vigo 
Vigo. Ind., and the Vandalia Airfield, Vandalia, Ohio, than it would ' 
out under the uniform grain storage agreement. The data also indicate 
CCC saved money in operating Freeman Field, Sevmour, Ind., Uni St: 
Naval Air Base, Ottumwa, Iowa, and United States Air Foree Base, Sioux | 
lowa. 





Forme de. CNS Jacitrtre S ope rated # 7] C'( C' employees 10 storage of CC grav 











A nr 
a t 
\l l ( t } 
Fac Oo wilit 1 ition 1 
CC { 
R } 
Vigo plant, Vigo, Ind Firman Equipment Corp., 9. 191 $19. 208. 3 $92 OX2. 70 
\ Ind 
Freeman Field, USAF, Seymour, eymour Aviation Co., city 5, 580 18, 834. 50 l a 
Ind. of Seymou In 
Vandalia Airfield, Vandalia, Ohio City of Dayton, Ohio 160, 000 26, 685, 00 26. 062. 91 
U. 8. Naval Air Base, Ottumwa, | City of Ottumwa, lowa 166, 803 18, O38. 99 114. 366. 7 
lowa ; 
S. Al ree Base, 3 x City City of Sioux City, I i 3,4 { \ %. 383. 7 
lowa 
Includes rental, labor, supervision, equipment rental or depreciation, loss due to shrinkage and spillag e 
estimated in some cases) but does ne ide losses due to deterioration in quality wl i 
LV tilable 
ition is based on assumption that maximum quantity sto 
pe LIN pte I 1 use accurate data are not available 
( olumn to be overstated from | to 25 percent 





Mr. Wurrren. How long had you had this knowledge that vour 
demand for storage was at such a high level that vou had to go out 
and seek this type of storage? What was the situation at that time? 

Secretary BRANNAN. Mr. Chairman, vou will recall that 1948 was 
the year of exceptionally good grain crops in the United States—1949 
came on with another very excellent grain crop, including a very fine 
corn Crop. 

Mr. Wurrren. What was the voiume? 

Secretary Brannan. In both vears the total production of corn 
exceeded 3,100,000,000 bushels and in the case of wheat in both vears 
the production was 1,300,000,000 bushels. In other words, they were 
two of the finest vears in all our experience. 

Therefore, we began to realize that the wheat crop had to be moved 
to storage, as the corn crop began to move to storage. There was 
not adequate storage, and therefore we went out in a tremendous 
effort to get more storage facilities. 

On September 15, we entered into, among others, the contract with 
the Midwest Storage and Realty Co., at Camp Crowder. ‘To show you 
how rapidly and what great demand there was for that sterage, the 
first shipment of corn to this storage facilit® began on Oc tober 24, 
1949, just a little more than a month later, and the facility was at its 
capacity by December 24, 1949. We shipped all the corn that the 
facility would hold. 

The further background of it is that we were attempting here to 
effectively carry out the mandate of the Congress which required as a 
mandatory matter that we support these commodities at a level of 90 
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percent of parity to the producer. You cannot give effective support 
to a storable commodity without a facility to store it in, because the 
process of loaning money to the producer of the corn requires that he 
give back some tangible evidence that he can either deliver back the 
money or will deliver back the grain in as good condition as it was 
when we loaned him the money on it in the first place. Therefore, the 
traditional practice has been to either put it into a storage under the 
control or direction of the Commodity Credit Corporation, or to put 
it in a private facility, which, in turn, delivers us a warehouse receipt 
forit. If we could not get a warehouse receipt or custody of the grain, 
the price-support program would fail. 

Mr. Horan. Could I] ask a question there that I think is valuable 
for our balanced consideration here? Could you give us the figures 
and this must be readily available from your statistics—as to the total 
amount of grain under price support for grain for the years 1946 on, 
and a corresponding figure as to the total bin capacity of the Nation? 
Now, Mr. Geissler should have those figures readily available and 
could supply them now to the committee. Also, the number of con- 
tracts should be supplied. 

Before | can make up my mind on this I should like to have the total 
amount spent for storage, to balance out this table. I prefer to have 
it right now, but Iam afraid that is asking too much. 

Mr. Getsster. We can supply it for the record. 

(The material requested is as follows :) 


Numbe ra nd capacity of Ware ho iS€8 approved under B® G. S. _. Jan. Ls 1952 












Nur’ | Capacity Num | Capacity 
Thousands Thousands 
C} f hushels of bushels 
I 1. 10% 115. 369 i G30 
I OY 1s 4 34 
lowa YSS 72, 228 i 1] 1, 281 
Kentucky & 693 Mississip} 8) 1, 067 
Michigan 166 6, 984 North Carolina s 49 
oO 203 26, 454 South Carolina 6 912 
Tennesse if) 4,295 
2, 77¢ 240, 049 
5l 9,012 
I> 
\ 1 279 New York 
Lo l >, 622 Dela r 2 107 
Ne Mexi St 6. 19¢ Maine 1 100 
Oklahoma 417 78, 412 Maryland 17 168 
rex 6 162, 250 New Jersey 9 54 
7¢ 56, 99 
1, 070 252, 759 Pennsylvania 29 1,815 
Virginia 13 1, 629 
Kansas City West Virginia 1 21 
257 25, 919 
1, 504 | O19 141 61, 18 
Ma) 60,612 
190) 398 Portland 
a) HSU Idaho 240 97.917 
Oregon 151 30, GSO 
é $3, 637 Washington 124 76, 726 
Minneapoli 815 135, 323 
Minnesota 1, 070 122, 608 
Montana 637 24, 140 San Francisco 
North Dakota 1, 830 58, 303 Arizona on 7,572 
South Dakota 883 24, 180 California 77 24. 347 
Wisconsin 15 28, 926 Utah 12 &, 035 
14 258, 157 117 9, 954 


Total 12, 358 1, 340, O78 
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GRAIN Strorepd IN CCC Bins 


United States supply and distribution, 


1946 


to date 











oO 
C {In thousands of bushels 
Ss 
e Stocks be g iod 
©] 1 
ind quarter 
{ ; Interior 
Farn lerminal mill and CCC I 
{ elevator 
153, 003 4, 044 14 79 
c 27, 870 13 2 208 
37, 387 14, 382 8 % 
11, 23 28 40] ) 
rotal ; 
, }47-48 
o 4 her—-D mit 9 { 4 
f Oct Dee 254, 21 7.910 93 474 OR ) 
| January-March 1, 506, 283 } 218 6M ( 
Lpril ( 842, 608 9. 29 3) O74 RRO 
ze July-S ber 4253. OU 210 6, OBS 454 ‘ 
Total 
Potal 28 4 
’ 
Q48-—49 
eC October-December 14,03 1, 522 g 829 12 NE 
January-March 2 0 ) 12 O88 2 641 
April-June 1.797, 429 95 895 21 20% 1 854-7) 
July-Septem he 1, 255, 1€ 10. 888 2%. 70 1.992 7 














ember 14 » BNG ¢ 64 a9 { 
rch 2 778 00, 60 248. 154 > QM ) 
1, 208 3. ( 238 O67 6. 626 
ber | [77 & re4 FO 
18 234 12 

8 “emt 1X6, ] 10, 127 R0. 87 yr r g ‘ 
rel 2, 160, 548 5Y, 3 24 89() 2 664 262 
0 1, 353, 10¢ 3 { 192 R&O. 006 
4 ber 814, 923 13, 748 318, 757 1539, 998 

a3 | 

7 Total R60, 470 
1951-52: October-December 3 693 32 785 RO). 156 314. 4] 745 575 




















July-September { 
October-D ber 351 
Januarv- Maret it 








Jul Septe be 1) 
October-Decemt 611 
Janu Maret 42s 
A pril—J un 256 
pril 
lot 
ta 
1948-49 
July—Septemb« 1 
October-December s 
“e- ’ 
January—\ ; 
April-June D4t 
Total 
ota 
7949-50 
July-September 
October-De I { 
Jonuary—Maret 2 
) Ju 19 
Lotal 
on 5 
October-D } {R23 
] r Alar 
\ I—Ju 2 
19 nO 
0 ber-— Dee t ts 





Hor x 
_ 
660 ; 
104 l 
&5) ‘1 
F > 
aE 1) 
yet 1 
SH) 7 
4 
rr) 2 
14 
<4 14, 
7 s 
42 o 
x) 
”) ) 
, 5 
j 
x 


51 
144 
i 
1) 
ss 
t4 
i 
{ 
} 
R78 














l 100, OSS 
184 949, 262 
104 642, 277 
y 308, 549 
100, OSS 
") ® 129 24, 5Y] R3,S18 
1) 175, O89 l 54 1. 120, 099 
() 141. 889 l 130 801, 612 
“4 70,174 73, 714 80, 153 
835, 815 
30) 4, 06 34. 240 105 091 
y NO 111 129, 233 1. 162, 399 
701 103, 113 R68, 474 
76 63, 229 585, 163 
195, 991 
‘7 | 15S 307, 952 
Z at 109 1, 164, 017 
s 219, 038 GOS, G48 
is SU, 654 664, OSO 
307, 952 

ny §, 447 

| 4 104 137 
47, 318 oY 

$26, 760 
()2 s4S 5S7 WH) 4 
") ER 44 ai 1. 126, 791 
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Corn— United States production and price support operations, 1932-41 


Production 


Y ear be- Amount | (all corn 
ginning delivered 
Oct. 1 to CCC 


Thou 


Under price 
support 


Amount 


Thou- 


sands of Thousands sands of 





hushels of bushels 

32 2, 930, 352 

} 2, 397, 593 

4 1, 448, 920 

) 2, 299, 363 

a) 1, 505, 689 

7 47, 521.0 4 978 
88 132, 983. 0 2 mis) 
39 114, 390.0 2 985 

0) 12, 299. 0 2 , 146 
1941 4 799. 0 2, 651, S89 
1942 4 3 O68, 562 


2, 965, 9SO 





44 >, OSS, 110 
45 2. S80, 933 
946 3, 249, 950 
947 2. 383, 970 

() 3, O81, 793 

0 3, 379, 436 
1950 49.0 3, 131, 009 
1951 23, OSS, 092 


Total 749. O75. { 


1 See the following table 


1948 
1949 
1950 


bushels 


267, 762 
20, 075 
30, YOb 

158 

61,117 


229, 839 


201, 729 
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Percent 


of crop 


Price support level 


Loans 





iverage 











Farm 
Percent) Average Average) price as 
of parity far! percent 
parity price price par- 
y 
6) 7 &) 9 
Percent / ent 
+1. 0 
th. sf 
55 83.9 
66 124.3 
59 63.0 
70 58. 2 
70 71.2 
75 76.1 
85 81.7 
x5 94.3 
RF 105. 6 
a0 100.0 
90 114.5 
90 116. 2 
90 154. 2 
GO ve 
0 79.6 
90 90. 7 
GO 
Purchase nto) 
‘ tai 


igreements 


Thousands of | Thousands of | Thousands of 


els bushels bushels 

, ORS 196, 73, 206 
57 380, 486 
2 54, 176 











United States 


VW heat: 











Production 
Amount ll wheat 
delivered 
Julv 1 to CCE 
] 
rh rh e of 
she hushels 
34 
j 
}% 2 
tty 
{ 69. 778 
42 x3 94 
4 287 
4 72, SSS ] 
1) 
) } 
}48 919, 745 313 4 
49 239, 425 l $], 18S 
) 10. G1é 1. 026, 755 
) YG23 ‘QS 
rota 1, 224, 224 
I te ) ‘ Ss approxin 
™ t i W it 
1948 
1949 
1950 
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production and price support operations, 1932 


Under price 
support 





ount C 

Oo] 
cro] 
Thous Per 
hushels cent 
s) 1 ’ 
167, 702 22 
434) i 
{6 2t ts 
40S t 4 
130 0 15 

180, 413 

54, 680 

) INT 
I ras > | 2 
Ulo 27 
BN, 5 33 
197, 02 } 
tely perce! 
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Price support level United States iverage 
price 
Parity | - 
price Pp A ver- hin 
begin iy ig price 
ning cent OF | narity aS PET 
market parity price cent of 
veal parity 
4 t 7 ba ] 
Per Per 
; cent 
$1. 04 $0. 394 37.9 
1.10 720 
115 872 
1.11 86] 
1.16 1.14 
1.14 
$1.14 30 ) 52 1.10 i) 
1.114 th 7 1.10 749 6s. 1 
1. 182 64 57 1.11 7O¢ 63. ¢ 
l 19 iS 85 1. 25 97 77.8 
1. 344 1.14 ati 36} A 82.4 
1.4 1. 23 RE it 1.39 95. 2 
1. 50 13 OO 1. 50 1. 44 96.0 
1. 53 1.38 10 5 AS 100. 0 
1.6 1.49 90 1. SS 04 108. 5 
04 1.84 90 2.14 2. 38 111.2 
B. ee 2. 00 90 2.17 1. 99 91.7 
2.17 1.95 90 2.14 1. 92 89. 7 
2. 21 1.99 90 2.33 2. 04 87. 6 
2.42 2.18 90 
parity 


Purchase 


iwreement 


Thousands 


of bushels 





2, 586 113, 437 
28? 16, 373 
147 8, 57 











Barley 


Year Amount : 
rinning ‘delivered 
| ccc 








Tho Tho 
rds of 
shels hy 


> 1G 


sands of 
shels 
04 


1933 152, 839 
7 


288, 607 


147, 740 





1942 
1943 


1044 177 


1945 
1046 
1947 
1948 
1444 
1950 
1951 


1952 





shown 
ebruary 


wWity prices 
194146, F 
following table 


i The pp 
1940, April; 


2 See the 


1948 
1949 
1950... 
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83987 





Unde 
support 


0 
50, O38 
33, O13 

= 30, ¢ 


from which the 


1947 


4 rr 
19, Ap 





uppor 


4 





om 


é 


United States production and 


p 


rice 





























price-support operations, 1932-52 
i ted State : 
’ e t t 
support level - 
‘its 1 pr 
Loan P Ave AV : 
rate ‘ or t 
nt of £ , 
per par 
hncshel p ' 
bushe price 
( x } 
Percent 
SO $0. 216 29 
154 
“14 ge 7 
79 389 19 
& KIS “i 
wi) aoe 2 
766 372 ts 
167 42t 5 
€() 45 7 ; 
{ s { { 
61 5 6H 69 
7 we 1.02 1. O85 2 YQ 
af 8 1 05 1.00 5.2 
/ 7 1.09 1.09 ) } 
S3 7 32 1, 38 1.5 
it} 7 1. 50 1.79 1Y 
1. 18 7 1. 32 1.10 72. 4 
1. 09 72 1. 46 1. 07 73.3 
1.10 . 1. Af i S] 
1.11 75 
Lae SO 
computed were 1] } 
nputed were @ 1OHOW ) 
inuary; 1952, At 
Purel 
Loar 1 Ota 
reeme 
Thousands rh sands he sands 
of bushels of bushels of bushel 
28, 501 4,512 33, O1 
29, 635 4] 30, 626 





Oats: United States production and 


Under price 
support 


Produc- 
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price-support operations, 1932-52 


United States average 


Price support level 
PI farm price 








Year Amount Parity Farm 
beginning |deliverec tion Per- for. | L0an | per. | Aver- | Aver- | ring 
July 1 2, 61 Amount | cent of | price oar cent of narit = Pat as per- 
crop sup- bushel parity price price cent of 
port parity 
l (2 3 4 5 (6 (7) (8) (9) 
Thou- Thou- Thou- 
sands of sands of sands of 
hushels hushels hushels Percent Percent 
1932 1, 254, 584 $0. 157 
1933 736, 309 332 
1934 ‘ 501 
1935 264 
1936 478 
1937 298 
1938 251 
1939 334 
1940 314 
1941 445 
1942 515 
1943 750 114.0 
1944 780 103. 7 
1944 2, 933 0.2 $0. 690 $0. 48 70 700 99.9 
194 788 5 714 53 74 &23 96.8 
1947 , 42 244 02 918 63 69 1.10 113.9 
1948 1, 961 2 23, 743 1.6 994 70 70 714 72.7 
1949 2, 730 $73 2 41, 12° 3.1 982 69 70 . 687 72.9 
1950 43 5, 134 14, 987 1.0 94s 71 75 . 827 85. 2 
1 , 248 954 72 75 
1952 OX] 7s &0 
Total GE op enclone oe kl aokemaskglooc ache sinee nk caste ensues pieeeeee ashes ee eas teu weep hommes 
The parity pri shown, from which the support levels were computed, were for the following months: 
1945 and 1946, March; 1947-49, April; 1950, June; 1951, January; 1952, August. 
2 See the following table 


1948 
1949 
1950 
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Purchase 
agreements 


Total 


Loans 


Thousands 

of bushels 
23, 743 
41,123 
14, 987 


Thousands | 

| of bushels | 
15, O98 | 

30, 396 


14, 624 


Thousands | 
of bushels | 
&, 645 | 
10, 727 | 


363 | 
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(Grain sorghums: United States production and price-support operations, 1932-52 


| Production | Under price Price support level 


United States average 
support f 


farm price 


Year | Amount} 





. rine Thou- | Parity Loan " be 
begin- pres Thou- | sands of Per- for | rate per, Per Ave r-| Aver-| Farm 
a | Ecc sindsof| hun- | Amount) cent of| price hun- | centof| stv! farm | nercent 
July | bushels | dred- crop | sup- dred- | parity | Patt! arm | percent 
weight port! | weight 2 peas | DELOS: | Or PArisy 
} (1) (2) (3) (4) (5) (6 7 8 (9 
Thous. Thous. Per- Per- Per 
bushels cwt cent Per cut. cent cwt Perce 
1932 $1.42 | 0. 463 2. ¢ 
1933 1.51 93 61.9 
1934 1.57 | 1.70 108.3 
1935 1.52 991 t 2 
1936 1.59 | 1.68 7 
1937 1.56 | 1.04 6 
1938 1. 50 731 48. 7 
1939 1.50 | 1.02 8. 0 
1940 44 0.1 $1. 51 36 1. 52 902 59 
1941 191 3 1. 51 47 1.71 9g 57.9 
1942 68 sa 1.75 56 1.8 1.38 7 
1943 26 04 1.90 RO 200 | 2.10 | ( 
1944 3, 344 4, 601 4.4 2. 04 &3 2.05 | 1.72 R29 
1945 6 01 2.08 79| 2.13 104. 2 
1946 309 5 2.17 79 | 2.58 97.7 
1947 42 1 2.78 76| 2.93 
1948 34, O89 21,008 | 28.5 3. OL 77 2. 98 
1949 76, 770 3 47,286 | 55.3 2. 98 70 2. 86 
1950... 17, 538 3 33, 780 5. 4 2. 87 65 2. 94 
1951 (*) 2. 90 75 
1952 2. 97 80 








1 The parity prices shown, fr which the support levels were computed are for the following months 
1940-46, February; 1947-49, April; 1950, July; 1951, January; 1952, August 195 

? Loan rates for 1940-44 were released on a per bushel basis as follows: 1940, 30 cents; 1941, 40 cents; 1942, 
55 cents’ 1943, 85 cents; 1944, 95 cents 

2 See the following table 





Purchase 


Loans icra rene Total 
IR TCOCTUICLIIUS 
Thous. cw. Thous. cwt Thous. cwt 
1948 19, 409 1, 599 21, 008 
1949 43,755 3,531 | 
1950 | 33, 292 488 
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Flax S€€ d 











he parity prices 
4 is. June: 1949-50, 
Loan rates for 194 
trate 
were ¢ 
ij f 
the f 
1048 
1949 
1450 


4 November 19. 
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United States production and price-support operations, 1932 








OY 











SO were 





50 


jl 


United States average 
farm price 


Under price . 
support Price-support level 


Loan 








» Loan . , 
Parity ke rate Percent | AVer | Aver Farm 
Percent for price, ~¢2™ United | “..| age ge | Disease 
Amount nie Minne-) 3% of parity 4 Pin percent 
of crop sup- : States “| parity ily 
port apolis farm (6 (4 nrice pric of 
basis ? ey ™ ; parity 
2) ; i 5 t 7 s (9) LG) 
rhous 
bushels Perce Percent 
$ 
&6. 5 
83.9 
77.5 
SO. 5 
70.3 
2.3 $1.85 $1.70 77 82.8 
l , 8 2.40 2.20 Sf 97.3 
i 2. 85 2. 64 Y5 101.8 
; 2.87 2. 95 2.74 95 101.4 
} 2.92 5 OO 9.79 Ub YS. U 
| 3 16 60 3. 39 O7 161.7 
i a | ‘ ‘ 
; 3.89 6.00 5.75 148 i48.7 
7 0 $, 24 6. 00 76 136 128. 1 
] 20.2 4. 1¢ 3. 99 3. 74 90 85.6 
2 1. OS 2.82 2 $7 Hu &2. 0 
4.4] 2. 65 60 





1m which the support levels were computed, were for the following months 
1951, August, 1950 

announced on a Minneap it United States average farm- 
is $1 for 1941, $2.20 for United States average loan 
by deducting 21 cents and ting 25 cents from the Minne- 
wa noUunc na United State verage f 





Thous. bu 


1, 365 2,479 3, 844 
9, 417 2, 548 11, O65 
GO] 62 963 
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So jbeans United States production and price support operations, 1932-51 
Under price ‘ T ted Stat “ 
: ¥ ire < rt ] } ited it¢ ( 
support Price upport level Rees : 
“eal Amount Produ Rarity , 
ginning delivered tion ; ma” 1 Lal Ave sy : 
; CCK Per for a Per 1 
(mou \ ‘ nt of price oer cent ol 
er | V 
- crop sup- bushel parit ay ( " 























rho rho rh 
a) f sands of nd t 
} nel he P, ent } é j 
32 158 % 2 | $0 ¢ 
5 R 1. 21 1. Ot ‘ 
34 1.2 s % 
5 1 21 sie 
1936 : oF 1. 5¢ { 
WT 1. 23 RAS 
335 1.18 722 
iY 1.19 Mt 2.9 
1940 1. 21 i7 s 
194] 1 $1. 29 $1.0 SI 1.38 1. 62 
42 ) 4 1. 44 1, 60 111 1. 50 1. 64 ’ 
1945 2 l 1.58 1. 80 114 J ; 1.85 6. 4 
1444 ~ 79 04 1.63 12 1.63 2. 09 128. 2 
4! Uy 02 1. 66 123 lL. 73 2.31 l 
446 7 1. 96 104 2.16 > OS 141.9 
147 ) ) 26 90 ao 3. 45 146.8 
1948 1, 630 10, 993 19 2. 41 OO 2. 35 96, 2 
1949 2 16, 065 7.0 2.33 OW) 2. 45 2 5 
950 29 15 2 2. 58 s() 2. 74 2 
1951 2.72 YO 
1952 
No nber 1951 Crop Rep 
2 See the follo tat 
I cI t 
Loan ‘ ents 
The rh 
f } she } gf x 
445 1 O65 19 
1949 4.38 6. 06 
195) 238 0 
I'he parity prices shown from wh the support levels or August ¢ pt 19 





which is the January parity 
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GENERAL STATEMENT ON GRAIN STORAGE SITUATION 


One of the basic objectives of CCC, as stated in the CCC Charter Act and in the 
Agricultural Adjustment Act of 1938 and subsequent amendments, is the mainte- 
nance of balanced and adequate supplies of agricultural commodities and to fa- 
cilitate their orderly distribution. 

Under the price-support program, CCC is required to make loans to producers 
and, depending on the price of grain at maturity of such loans, if the price warrants 
such action, CCC is required to take over large quantities of grain. Consequent- 
lv, it is imperative to insure proper storage and handling of such stocks of grain to 
protect the interest of the Government. 

During 1948 the over-all production of farm commodities showed an increase 
of one-third. Grain production during that period increased 50 percent. <A re- 
view of the over-all storage situation revealed that capacity of available grain 
storage facilities was no larger than they were during the prewar period. This 
condition was due to losses of facilities from storms, fires, floods, ete. 

In 1940, a total of 372 million bushels of grain was placed under loan; this 
amounted to 15 percent of the total production in the United States (2,462 mil- 
lion). Estimates were made as to the amount of grain to be placed under loan 
for 1948-49 and it was determined this figure would be 500 million bushels. 

It is very difficult to estimate requirements for storage for such future opera- 
tions; however, the best available estimates are obtained to insure proper housing 
of crops at harvest or take-over. 

It should be emphasized that the time lag in production for most crops is 12 
months, for hogs 14 months, and for beef cattle 3 or 4 vears. Therefore, the re- 
sult of any sudden change in demand will cause production response to lag as 
much as 4 vears behind. 

In determining the need for additional storage requirements every effort is made 
to consider every available existing storage facility. 

Prior to all purchases of grain storage structures made during 1949 and 1950, 
meetings were held with representatives of the trade for their estimates as to the 
amount of additional storage space they could furnish. As a result of this meet- 
ing, the trade advised that the maximum amount of such space available or pro- 
posed by them was far below the estimated requirements for production and take- 
over. 

The PMA State offices made estimates of their needs and based on these, it was 
determined that such additional space was necessary. The State offices made 
rechecks on their estimates up until the time the actual purchases were made by 
CCC. CCC during the period 1949-50 purchased approximately 500 million 
bushels capacity of storage structures. 

In those areas where structures are not used for present crop, CCC instituted a 
program to rent such structures to producers, so that such storage space does not 
necessarily remain idle where production and price does not require CCC to take 
over large stocks of grain, however, as pointed out previously, this program is a 
necessity due to the lag between production of grains and ultimate use. 

The improved storage methods developed during the last several vears with 
respect to handling and drying methods results in more efficient storage over 
longer periods of time. Unless a substantial carry-over of stocks are maintained, 
the results of short crops may have serious effects on the over-all food situation. 

This program is in addition to the Corporation’s requirement under the Charter 
Act to utilize the normal channels of trade for storage of its commodities. In 
fact, at the present time there are in effect 12,358 uniform grain storage agree- 
ments with commercially operated storage facilities in various parts of the United 
States. In all cases, these commercially operated facilities are utilized by CCC 
for storage of its grain, if and when such grain is available. 

We feel that abundant storage facilities are a necessity because the lack of such 
storage space would result in large losses to the Government as well as its adverse 
effect on the economy of the entire country. 


Mr. Getsster. The total inventory of Commodity Credit Corpora- 
tion—and this would be in CCC bins as well as in private storage 
and this covers practically all the grain crops, barley, corn, soybeans, 
wheat, and so forth—at the beginning of the 1950 fiscal year was 
three-hundred-and-twenty-million-some-odd bushels. 
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At the beginning of fiscal year 1951 the total inventory in those 
same commodities was 791,000,000 bushels. 

At the beginning of fiscal year 1952 the total inventory by that 
time declined to 670,000,000 bushels and the inventory as of December 
17, which is just a month ago, was 536,000,000 bushels. 

What I am trying to point out is that there has been a drastic 
reduction in CCC-owned grain during that period. 

Mr. ANDERSEN. What was the inventory as of June 1, 1950? You 
stated 700,000,000 bushels. 

Mr. Getsster. June 30, 1950, that was 791,000,000 bushels. That 
was the high point. 

Mr. ANDERSEN. That was the high point as far as vour storage is 
concerned? 

Mr. Getsster. That is right. 

Mr. ANDERSEN. Of course, you did not have storage capacity of 
that nature available in CCC bins? 

Mr. Getsster. This was not all stored in CCC bins. 

Mr. ANDERSEN. Give us the amount stored in CCC bins. 

Mr. Getssuter. That I do not have here, but we will show that when 
we submit the statement. 

Mr. Horan. I would like to ask that we have an over-all picture, 
not too complicated. I think the simpler we make this over-all picture 
the better off we will be. We do not want to get lost in the forest by 
looking at one tree, in my opinion. 

I would like to have this also: In the matter of the total bin capacity, 
I would like to know which is procured by the Commodity Credit 
Corporation directly. You had 109 rentals, as I understand, that 
you stated you operated yourself in this past vear. 

Secretary Brannan. There were 109 Government-owned facilities, 
not owned by the Commodity Credit Corporation, which were used 
for the storing of CCC commodities. 

Mr. Horan. Those are not all of your rentals? 

Secretary Brannan. No. Asa matter of fact, our rentals probably 
are little or nothing, perhaps not any more than 10 rentals. 

Now, I am distinguishing between the rental of a piece of real 
estate and grain storage contracts, because if we are talking about 
the latter, then we have 15,900. 

Mr. Horan. The totals reflect three categories those which are 
rentals or which are directly procured by Commodity Credit Corpora- 
tion and those which are leased, or where the agreement is between 
an existing grain firm and using their facilities, elevators, and what 
they may require to store that additional grain. Now I would like 
to have the total farm storage capacity. The total that we have 
reflects the farm storage. 

Secretary BRANNAN. No. 

Mr. Horan. We will not be able to look at it very well, until we 
know what the farm storage capacity is. 

Mr. Getssier. We have surveys on that point and we will have the 
information. I think we can give you that before the day is out. 

Mr. Horan. Then that is what I am anxious to get. 1 should 
like to have a picture before me that I can put into focus the special- 
ized and localized problems. 

(The information is as follows: ) 


There are no complete figures available on the total farm storage capacity in 
this country. We know that at times as much as 4 billion bushels of grain have 
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been in store on farms; however, even at such times grain bins and cribs in some 
areas where there had been local crop failures would have been relatively empty. 

Mr. Geissier. There is one other point that I should like to make 
about this maximum utilization of storage capacity. 

A great deal of the storage, of course, is in the area of production. 
[ am sure you folks understand very readily that almost any year, 
especially when you have years of crop failure, there is going to be 
storage capacity standing empty. 

Mr. Horan. | appreciate that. 

Mr. Getssuter. This last year there was a tremendous number of 
our bins standing empty in west Texas, west Oklahoma, and western 
Kansas. 

Mr. ANpERSEN. That is why it is very important to get in the 
record here a correct statement as to the need at the maximum point 
for actually having storage owned by the Government, because, 
as you say, some vears vou have little or no demand, but when we do 
need it, we need it badly. 

Mr. Getsster. That is right. 

Mr. ANpersEN. And the picture should show the maximum need, 
the best that the Department of Agriculture can estimate, as to storage 
needs in the future. 

Secretary Brannan. Mr. Chairman, I would like to make this 
plain, too. While we may be concerning ourselves with some empty 
grain bins around this country in terms of maybe inefficiency and not 
utilizing space, the real serious thing about the empty grain bins is 
the fact that there is no grain to fill them. Our feed and food supplies 
have been going down, and have been doing so ever since Korea. 

Another drive must be made this vear to get grain sufficient to 
maintain the economy at the level at which we are trying to maintain 
it now. I hope that we will be able to fill those grain bins again. 
But, if we do not fill them this vear the sad part will not be the fact 
that there is space being wasted, but rather that there is not grain 
available to keep our livestock industry at the level we are trving 
to maintain it. We will not have wheat enough and sorghums 
enough and corn enough to implement some of the programs that are 
effective to fight communism. We fight communism with food just 
as effectively and just as earnestly as we fight it with guns, sometimes. 

Mr. Horan. I think we are all agreed on that, Mr. Secretary. 

Mr. ANpersEN. I wish, Mr. Secretary, in connection with the 
Camp Crowder deal, that vou would put in the record a full deserip- 
tion of just what was entailed in the line of facilities there which the 
lessees took over. 

Mr. Dean. Most of them were flat facilities, with concrete floors. 

Mr. ANprersEN. There were very few buildings adequate for the 
storage of grain there, as 1 understand it. 

Mr. Dean. They had to be built up—elevator equipment and that 
type of equipment had to be added to that type of facilities. 

Mr. ANDERSEN. Just what buildings were utilized for the storage 
of grain? 

Mr. Dean. Most of them were hangar-type buildings. 

Mr. Unperuiii. The Harris Grain Co. came in first and rented 
some of the larger warehouse buildings. The Midwest Storage Co. 
was using primarily former troop barracks which, with windows, and 
What-have-you, were not suitable for grain storage without remodeling. 
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Mr. ANperseN. The troop barracks had to be renovated, and put 
into a condition to use for grain storage? 

Mr. Unperurii. That is right, and they had to be restored back to 
troop barracks when the operation was concluded. 

Mr. ANDERSEN. I would like to know for the record just how much 
the renovation of these buildings cost this particular company. Cf 
course, those figures should be in the entire financial picture that we 
requested previously 

Mr. Dean. I think, Mr. Andersen, if we work up the cost of opera 
tion of Camp Crowder the figu will give you a complete d 

Mr. ANpeRSEN. That woul » satisfacto iv 

Mr. Horan. There is a certain amount of depreciation in the build- 
ings themselves that War Assets would admit. Of course, the elevator 
machinery they transported there I do not think they are entitled to 
charge off as to the whole value of that equipment. They do not wear 
out in 1 or 2 years’ operation. Those things should be weighed into 
this figure. 

Secretary Brannan. If I may say, in a semifacetious way, Mr 
Horan, mavbe these folks got tax amortization, too 

Mr. Horan. I think that is terrible. War Assets Administration 
has given a lot of fellows capital gains that the Government is not re- 
covering, the other taxpavers are losing. 

Secretary Brannan. I do not say that they did have it, but the 
probably amortized that machinery down pretty fast. 

Mr. Horan. I would not be surprised if they did all right in the 
defense-plant field. 

Secretary BRANNAN. Which, incidentally, no farmer in this country 
has. He has no tax amortization. 


CUres seriptior 
uld b 


OPERATION OF THE KANSAS CITY OFFICE 


Mr. Wuirren. Now, proceeding to these cases where apparentlh 
the operation of the Commodity Credit Corporation has not been 
properly run by someone along the line, are you familiar with the 
operation of the Kansas City office, where the director assumed per- 
sonal supervision of the Midwest Grain & Storage Co. and the Cargill 
Grain Co. leases? Midwest was given a 2,000,000-bushel guarants 
and Cargill, 5,000,000-bushel guaranty for a period of 1 vear. This 
guaranty clause was not contaimed in 25 similar leases executed by the 
Kansas City office. 

Also, is this evidence of official favoritism here? I would like to 
know the details of handling the lease of the Portage Grain & Storage 
Co., handled by the Minneapolis PMA commodity office. 

Tell us what vou know of the Kansas City efhice with reference to 
any favoritism shown there. Also tell us about the case where your 
man Cravens gave a 100-percent contract to two organizations, but 
no such guaranty was given to the other 25 contracts. 

Secretary BRANNAN. Mr. Chairman, let me just preface our discus- 
sion of this by saving that we were aware of the Cravens case. We 
moved in very directly and, I think, very forcefully, into the Cravens 
matter; we investigated it completely. 

Mr. Wurirren. What were the dates on that, Mr. Secretary? 
When did you learn of it? 
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Secretary BRANNAN. I would like to have Mr. Geissler, who is per- 
sonally familiar with the entire transaction, explain it. 

Mr. Getssuer. Mr. Underhill can give us the information. 

Mr. Wuarrren. What were the dates, and what kind of investiga- 
tion was made? 

Mr. Unprerutiu. I believe, Mr. Chairman, Mr. Cravens was em- 
ployed in the Minneapolis office. I do not think the Midwest Storage 
& Realty Co. ties in with his situation. 

Mr. Wuirren. Who was in charge of the operation at Kansas City 
and thereby responsible for these two contracts which were different 
from the others? 

Mr. Unprerutiu. There has already been some explanation of the 
2,000,000-bushel storage guaranty given the Midwest Grain & Stor- 
age Co., which was to cover their initial cost in converting the build- 
ings at Camp Crowder. There were possibly one or two other similar 

ransactions at Kansas City. There were also some storage guaranty 

contracts made in Washington for converting former oil tanks into 
grain storage facilities. For instance, at Norris City, Ill., Cargill, 
Ine., Was given a contract under which we guaranteed to place 5,000,000 
bushels of corn in storage if they would convert some former oil tanks 
so they could be used for grain storage. The 5,000,000 bushels were 
to remain for one storage vear. 

Mr. Wurrren. Is this 2,000,000 the same Camp Crowder? 

Mr. Unperuiny, It is the same Camp Crowder we have been dis- 
cussing before. 

Mr. Wurrren. You state that it was because of original cost? 

Mr. Unperutie. Original cost of converting buildings and making 
them suitable. 

Mr. Warrren. Do vou yet have figures showing what that cost 
consisted of and how much this guaranteed storage may have given 
him the necessary assurance to justify the converting? 

Mr. Unperutuy. | think that will be available for the record when 
we have a complete audit of the Midwest Co. books. My informa- 
tion is that the General Accounting Office is making an audit which 
is not vet complete. 

Mr. Wairren. You mean to say in this case you gave them a guar- 
ranteed contract to store so much wheat instead of advancing money 
for them to use to put these buildings in shape for vour storage. Now, 
what was the situation with regard to whether that grain was in sight 
or not? Were you taking any chances? Did you already know you 
had ample supplies of grain to give them 2,000,000 bushels without any 
loss to the Government there? 

Mr. Unperutiy. That is right. Of the 62 storage guaranty agree- 
ments we entered into in 1949, in every case the grain was in sight and 
available, including Camp Crowder. 

Mr. Warren. Now, how about the Cargill case? 

Mr. Unperuiiyi. That same situation existed there. We found 
some difficulty in unloading by rail, and possibly we did not quite fill 
the guaranty there, not because we did not have the corn but because 
the rail and handling facilities were inadequate. 

Mr. Wuirren. Did you have to pay them for the full amount you 
had leased, or was there any 

Mr. Unpernutiyi. My impression is that we did not pay them for 
the amount we did not store. 
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Mr. Wuitten. We like your impressions, but we would like to have 
the facts. 

Mr. Unperniti. We will present the facts for the record, but my 
impression is that we did not pay them the full amount. 

(The statement is as follows:) 


Information obtained from the Chicago PMA commodity office by telephone 
is to the effect that, although there was some delay in filling the facility to the 
guaranteed amount because of the inability of the warehouseman to unload ears 
with sufficient rapidity, ultimately more than 5 million bushels of corn was placed 


in storage in the Norris City, IL, facility. 

Mr. Wurrren. What is the rate you paid to these folks where you 
suaranteed them so much storage?’ [ would like to have the rate per 
bushel that you paid them under your contract. Are copies of the 
contract available? 

Mr. Unperuiiy. There are 511 storage guaranties altogether which 
we made. 

Mr. Wuirten. Lam talking about the contracts in these two Cases, 
the Midwest case and the Cargill case. 

Mir. UnperaiLL. We will be glad to furnish them. 

Mr. Wuirren. How do they compare, so far as the per-bushel rate 
is coneerned, with the others? 

Mr. Unperuiti. They are exactly the same 


PORTAGE WAREHOUSE CO. 
Mer. Wuitrren. How about the Portage Grain Storage Co. contract ? 

Mr. Unperuiuu. | believe possibly, Mr. Chairman, that name is 
incorrect. I do not believe this was a grain-storage firm. I think 
the name is the Portage Warehouse Co. 

Mr. Wuirren. What are the facts as to that? 

Mr. UNDERHILL. The Portage Warehouse Ore operated up in Wis- 
consin and stored some dry milk for the Commodity Credit Corpora- 
tion, also some linseed oil. Rumors developed that some Department 
of Agriculture employees were part owners of the business, and we 
had an investigation made. 

Mr. Warrren. When did you receive those rumors, and what action 
was taken? 

Mr. DuGGan. I don’t have the report here, Mr. Chairman, and | 
am not certain on dates. 

Mir. Warrren. Can you supply the dates for the record? 

Mr. DuGGan. Yes, sir; we can do that. 

(The information is as follows:) 

The rumors came to the attention of the former Administrator of PMA in 
\ugust 1950. He directed the Chief of the Office of Compliance and Investigation 
to look into the matter. He started his investigation the same day, August 15, 
1950. 


Mr. ANDERSEN. Perhaps, Mr. Duggan will give us a better picture 
off the record. 

Mr. DucGan. I know we got on the case promptly after the case 
had been referred to our ageney for action. The report on that 
Portage Warehouse case, also involving Guy W. Cravens, was com- 
pleted and approved on April 2, 1951. This file, however, will not 
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show the date on which we received the request for investigation, 
But that ean be supplied, and will supply that date. 

(The information is as follows: ) 

The date was August 15, 1950. 

Mr. DuaGan. The investigation was requested by the Admin- 
instrator for the purpose of determining facts as to storage of dried 
milk and linseed oil at Portage Warehouse Co. by the Minneapolis 
PMA commodity office, with particular reference as to whether any 
P\MAemployees had been favored by Portage by receiving gratuities 
or gifts of anv kind. 

Mr. ANpERSEN. Mr. Chairman,:can we have a statement now for 
the record as to whether or not any such acceptance of gratuities was 
discovered? 

Mr. Duaaan. Yes, sir. 

Secretary BRANNAN. Let me take it from here for just a minute. 
The record did disclose that Mr. Cravens accepted a television set and 
some luggage—the television set was estimated at a probable value of 
around $410—that he accepted luggage of the value of $153.72. 
Cravens claims to have returned the luggage and to have paid the 
wholesale price of the television set. The record also shows that he 
bought a Buick automobile at a discount of $400 from the normal 
rates and that he has not to this date explained satisfactorily how he 
paid part of the costs of the Buick. 

From an examination of his personal income, the source of funds 
with which to buy the Buick are not apparent. He was served with 
charges on April 11, 1951, in which all of the matters | have just 
itemized were specifically itemized to him. He answered the charges 
and on the basis of his answer—or the refusal to answer—we took 
action on June 18 severing his relationship with the Department. 
He was completely off our payroll on June 22 

In the meantime, if you will recall, the newspaper stories involving 
the RFC were going on. There was an RFC man involved at this 
time. We are the people who discovered all of the information, 


supplied it to REC; and it was on our information, supplemented by a 
very cursory report—and all it needed was a cursory report—that 
Mr. Stuart Symington, the Administrator of REC, fired another 
individual employed by his Corporation at the time. 

| would like to again make the point here that it was our own tn- 
vestigations that turned up this case. We supplied the information to 
the other agency, which acted very promptly. We think we develop- 
ed a very tight case, which was very promptly referred to the Depart- 
ment of Justice on which they can take action. 

Mir. ANDERSEN. Mr. Brannan, what information was shown by the 
investigation as to the possible interest of PMA employees in the Por- 
tage Warehouse Co., as related here a few minutes ago? 

Secretary BRANNAN. Cravens is said to have had some interest in 
the Portage Co. 

Mr. ANpprseNn. Any other employees? 

Secretary BRANNAN. None other that IT remember. Is that right? 

Mr. DuaGGan. Cravens had no financial interest in the Portage 
Warehouse, but the RFC employee did. 

Mr. Anpersen. No other PMA men then were involved that you 


know of? 
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Mr. DuGaGan. No, sir; none other than Cravens, as far as we know. 

Mr. Horan. Was he severed, or is he on annual leave? 

Mr. UNpeERHILL. He was severed after being given a chance to reply 
to the charges. , 

Mr. Horan. He is on annual leave? 

Mr. Unperuiii. His employment was terminated. 

Secretary BRANNAN. The day we became suspicious we put him on 
annual leave. He no longer discharged any functions for the Depart- 
ment the minute we apprehended some trouble. 

Mr. WuirteN. You say this has been referred to the district attor- 
ney for investigation as to any violations of the law? 

Mr. Unperuiuu. | do not think it has. 

Mr. Hunrer. I cannot fix that case in my mind. 

Secretary BRANNAN. The Cravens case bas gone to the Department 
of Justice, then, in connection with the RFC case if it has not gone 
directly from us. That is my recollection. 

Mr. Warten. I have encountered this situation in another Gov- 
ernment agency. The agency took the view that if the things were 
not in the ageney’s opinion in violation of a criminal law, that ended 
it. These things should be investigated by the proper authorities, 
namely, the Criminal Division of the Department of Justice and the 
courts. They are the ones to judge whether or not there should be 
criminal action. It strikes me that all cases of similar nature should 
be forwarded to the Department of Justice for decision as to whether 
further investigation is required. 

Mr. Hunrer. I think you will find that is true. 

Mr. Wairren. Will vou check and see if these matters have rone 
over there? The fact that they go does not mean there is a violation 
of a criminal Jaw, but the one to make the determination is the depart- 
ment charged by law with the responsibility, not a department such 
as yours, though you should help. If there is violation of criminal 
law, they should act; if there is not, that is for them to say, rather 
than your Department or the members of this committee. 

Mr. Hunrer. The Department of Justice has asked us to screen 
all eases, and not to send every case. 

Mr. Wuirren. IT differ with both of you in that. Perhaps your 
Department has not obtained all the evidence—though, of course, it 
may be true you have. 

Mr. Hunrrr. I assume we do have. 

Mr. Wurrren. You cannot assume you have all the evidence. 

Mr. Htunrer. I have to assume it. The court has to assume it in 
any case. You cannot act without assuming. 

Mr. Wuirren. But it is not your job to get all the evidence for a 
district attorney. For instance, we will just go into this one. Who 
is the Portage Warehouse Co.? 

Mr. Hunrer. I do not know anything about it. 

Mr. Wuirren. So far as vou know this man might have half the 
stock in it. 

Mr. Hunrer. We made no determination in the case. 

Mr. Warren. So far as you know, the man might have made the 
contract for himself. 

Mr. Hunrer. Ido not know. Wedo not make any investigation 
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our office does not. 
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Mr. Wuirren. That is right, and that being true, how are you able 
to judge whether or not a further investigation by a prosecutor’s office 
should be made? You are not in any position to say. 

Mr. Hunter. I beg vour pardon. We know whether an investi- 
gation report lacks some vital thing, and we send it back for further 
investigation. 

Mr. Wurrren. You are the Solicitor of the Department. This 
man Cravens accepted and got all sorts of benefits from this company. 
Do you know whether there was any prior agreement between him 
and the Portage Warehouse people to turn this contract over to them 
at a higher rate and to give them preferential treatment in keeping 
their warehouse full? Do you know? And by asking these ques- 
tions I do not mean to say that I know. 

Mr. Hunrer. If the investigative report is turned over to us, we 
act upon that report. We do not know what evidence exists that is 
not in the report. However, if there is obviously a point that has 
not been covered or there is a change 

Mr. Wurrren. Let us get the report on this and see if these things 
| have raised are contained in it. 

Mr. Hunrer. | think that would be the best Wav to handle it 
to find out what has been done. 

Mr. Ducean. The corporate structure is in here as to when it was 
incorporated and whom the officers of the company are. I have that 
if | can run it down here a moment 

Mr. Wuarrren. I have seen it happen so many times when there 
could easily be a violation of the law that the various departments 
have determined whether a case should be prosecuted. This is the 
first time 1 have run into it with vou, and I am sorry to know that it 
is true of the Department of Agriculture. The agency to determine 
whether to prosecute or not is the Department of Justice, and not 
an operating department. In my judgment, where there are suspicious 
circumstances or evidence that there could be a violation of the law, 
it is incumbent on a department to refer those cases to the Depart- 
ment of Justice. It may be that the Department of Justice does not 
want to be bothered to investigate everything, but they are the in- 
vestigators, or at least that is my understanding of the law. They 
have the responsibility. 

Mr. Hunvrer. That is a matter you will have to take up with the 
Department of Justice. We are working under an arrangement with 
them. 

Mr. Wuirren. Unless you have sufficient evidence of a violation 
of law, they do not want to be bothered with them? 

Mr. Hunrer. That is right in the sense that they desire that we 
screen the cases. 

Mr. Horan. Mr. Chairman, the law says vou should have a storage 
contract on these things, and one did not exist on a large storage of 
linseed oil. Is that not a violation of the law? 

Mr. ANpersEN. It states here that no storage contract covering 
the storage of a large quantity of linseed oil at Badger Ordnance 
Works was required. It would seem that is certainly a violation of 
the law. 

Mr. Wuirren. If there is enough to look like there may be, it 
should be investigated by the proper authorities. For the Depart- 
ment of Justice to ask you not to report cases to them unless you 





Di 





61 


have evidence already fixed up for them looks to me like they are 
dodging their own responsibility. 

Mr. Duagan. Do you want the corporate structure on that? 

Mr. Wurrren. Yes, I would like to know the company. 

Mr. Duaaan. Articles of incorporation were drawn up on September 
28, 1949, and filed with the Office of the Secretary, State of Wisconsin, 
Madison, Wis., on October 6, 1949. The incorporators were also 
officers and directors of the corporation. They were Bernadine Mara- 
chowsky and Jules Marachowsky. Then as of October 17, 1950, the 
distribution of outstanding stock was as follows: David Marachowsky, 
10 shares; Jules Marachowsky, 1 share; Bernadine Marachowsky, 
19 shares; and I. M. Rowlands, 40 shares; total, 100 shares. 

Mr. Wuirren. Did you make any investigation as to whether 
there was any contact or relationship between this man Cravens and 
any of these owners of stock in this Portage Warehouse Co.? 

Mr. Duagan. Yes; he was on particularly friendly terms with 
EK. M. Rowlands. 

Mr. Wurrren. What rate did you pay to the warehouse company 
as compared to the rates you paid others? 

Mr. Unperuiuy. | can answer. It was completely competitive. 
It was the same rate we paid others in the territory. 

Mr. Warren. Now about the type of warehouse that they pro- 
vided? Was it as good? 

Mr. UnprruILi. It was a former defense facility but it turned out 
to be a very satisfactory warehouse. It was a large building. 

Mr. Wairren. How long had they had title to it, or was that an- 
other case of buying for the purpose of turning 

Mr. Unperuizty. This is another case of buying or leasing it for 
the purpose of storing CCC commodities. 

Mr. Warren. This was in Minneapolis? 

Mr. UNprerHILL. Yes, sir. 

Mir. ANDERSEN. Excuse me. This was under the operation of the 
Minneapolis office, but was in Wisconsin? 

Mr. Unperuity. That is right. 

Mir. Wuirren. What did vou pay for storage there? What did 
these folks pay for this warehouse? What is the difference between 
what your storage cost and what similar storage would have cost had 
you gotten the building through a lease from some other Government 
agency? 

\ir. UnperuiLti. We made no direct comparison in that case but 
my impression is that this particular operation, as contrasted with the 
Kansas City operation, Camp Crowder, was very profitable to the 
operators. Does your report show that, Mr. Duggan? 

Mr. Duacean. I have something on that here; ves. During the 
period November 10, 1949, to January 17, 1951, Portage Warehouse 
Co. received about $215,000 in storage payments for commodities 
stored at the Badger Ordnance Works, with rental paid to the Govern- 
ment during the same period amounting to about $11,500. 

Mr. Warrren. In this case was there any reconversion expense of 
any consequence? Can you make available to the committee the 
costs they had in making this usable for such storage? 
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Mr. Ducean. I do not have that. 

Mr. Wuirren. This committee differs with the interpretation that 
the Department is placing on this section of the charter. But if you 
are right about your interpretation of it, we need this information to 
see that if there is some need to change the charter, we need to see 
that it is changed. When I say ‘‘we,”’ | mean the Congress. It is not 
a matter this Appropriations Committee could handle. But cer- 
tainly it should be changed if our interpretation is correct, although 
all I think vou need to do is change your interpretation. The Govern- 
ment is in the position of having to store this grain. It is a matter of 
common knowledge that vou have the grain on hand and that the farm- 
ers cannot participate in this support program unless there is a place 
to put the grain. The Government has all these facilities in the var- 
ious areas which invite this kind of thing. That, together with the 
knowledge of your need, it appears relatively simple for someone to 
vo in and lease an outfit for a very nominal sum from the Government 
and then turn around and get a big contract from you, the Govern- 
ment. And particularly is that true if they know vou follow a pro- 
gram of not putting these commodities in our Government warehouses. 

I do not believe the Congress ever intended such a ridiculous thing 
as that. The history of this section does not bear out your interpre- 
tation. Put it invites people, as somebody in this case mav have done, 
to have a side arrangement. You have no proof of that. I have no 
proof of it. Put we are not an investigatory group. We are not a 
grand jury, nor a court, nor should we foreclose a further investi¢ation 
of that kind of thing. Put it should be called to the attention of the 
proper authorities. I do not mean to indict nor charge the folks in 
this area, but there is enough for further investivation. 

Mr. AnperseN. Mr. Chairman, I think also from the point of view 
of the large problem that we should find out throueh such an investi- 
gation as to why such facilities were leased at such a very moderate 
rate to individuals. That investivation should extend up into the 
War Assets Administration to determine their responsibility in leas- 
ing at that time to individuals for such a moderate sum of money, 
which amounted to practically nothing, for the great facilities which 
they had on hand. 

Furthermore, | would like to ask this question: Do vou have any 
record as to the income taxes paid by this particular corporation? 

Mr. Duccan. No, sir; I do not believe we do. 

Mr. ANDERSEN. You have not gone into that subject at all? 

Mr. Ducean. No. But they were under investigation by Internal 
Revenue when we were making our investigation, that is, the Mara- 
chowsky family. 

Mr. ANDERSEN. I believe you stated that unquestionably they made 
quite a profit? 

Mr. Ducean. I did not state that, but I think it is quite obvious 
from the figures that were quoted. 

Mr. ANprrsEN. | would like to know just how much income taxes, 
if any, they paid. 

Mr. Ducean. I am sure the Internal Revenue has a file on them 
because thes were under active investigation at about this same time. 

Mr. Anpersen. That could well be another pot, if this matter 
Was investigated properly, that could be brought out. I do not think 
it is up to this committee to bring it out. 
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Mr. Warren. Investigation im itself will not hurt, but is proper 

Mr. Duagan. Lam not objecting to it, Mr. Chairman. 

Mr. Wuatrren. But if there is any evidence of possible guilt, there 
should be further investigation. [am still trying to find out why the 
Department has not seen fit to call this to the attention of the Depart- 
ment of Justice. 

Mr. Hunter, [ think, has given the answer. They do not want it 
unless vou have the evidence. 

Mr. Hunrer. Please understand, Mr. Chairman, that our office 

Mr. Warrren. You are a civilian office, | know. 

Mr. Hunter. We are also a law office and nothing else When 
these reports are sent to us we act upon them. Before they a 
to us we know nothing about them. If, after a review of a report, we 
think there is evidence of a crime that should be prosecuted, we send 


"e Sent 


it over to Justice. 

In this particular case, | have just learned while sitting here that we 
have not sent this case to Justice and it has not been referred to our 
office. 

Mr. Warrren. There is no quarrel with vou, Mr. Hunter. There 
may be some practices going on that somebody should change. — It is 
your answer that vou do not investigate the cases to start with? 

Mr. Hunrer. That is right. 

Mr. Warrren. Thev are Investigated Hy someone else who mav or 
may not be lawyers. Usually they are not? 

Mr. DueGan. Usually they are. 

Secretary Brannan. Thev work for Mr. Dugean. 

Mr. Warrren. Mr. Duggan, is it the purpose of vour investigation 
to see whether there has been a violation of the criminal law, or ts it 
your prime function to find out how they have been handling the Com- 
modity Credit’s business. 

Mr. Duaeean. Both, tf the allegation leads in that dircetion 

Mr. Warrren. Do vou certify in vour report that there may be 
some violation of the criminal law or there may not be, or do vou just 
cite What the facts are, and let them decide for themselves? 

Mr. DuGan. We decide what the facts are. 

Mr. Wuirren. You do not ever say this ts all the facts? 

Mr. Duaean. Not in those words, but we certainly follow each case 
toa logical conclusion, to a point where we believe that there are not 
additional facts pertinent to the case 

Mr. Warrren. That can be had? 

Mr. DuGaean. That is right. 

Mir. Wurrren. In that case, vou send it to the Solicitor and = the 
Solicitor then determines further action? 

Mr. DuGcan. We do not directly from our office, but the adminis- 
trative people do. 

Mr. Wairren. Has this case been referred to the Solicitor’s office? 

Mr. DuGan. Lam not certain. Twill take Mr. Hunter’s word. He 

avs that it has not been 

Mr. Wairren. When did this take place?) When was this investi- 
gation held? 

Mr. Duggan. This report was rendered April 2, 1951 

Mr. Warrren. Do you have anv explanation about why it has not 
rone over to Mr. Hunter so he can pass on it? 

Mr. Duagan. Only this, that it is not my responsibility 


Ss 
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Mr. AnpersEN. Whose responsibility is it, Mr. Duggan? 

Mr. Unpreruty. I do not take exception to what Judge Hunter 
said, but I feel certain that at the time the disciplinary action was 
taken against this individual his representative was consulted. While 
it was not referred to Judge Hunter, we had legal advice and legal 
counsel on the pe srsonnel side of the case. 

Mr. Horan. Tell me what was the reason you took the disciplinary 
action against Mr. Cravens? 

Mr. Unprruiiy. That man received substantial benefits from a 
company with which we were doing business. 

Mr. Horan. That is fine. But you did not take action then 
because he may or may not have violated the uniform grain storag: 
agreement or its administration? 

Mr. Unpreruiti. We did not have any evidence of that. 

Mr. Horan. May I follow that through to its logical conclusion 
because involved here is the treatment of one warehouseman because 
he apparently at least in one instance did not store grain—it was 
linseed oil—and here this man had violated his instructions, as | 
understand them from the Department of Agriculture under the 
Uniform Grain Storage Act, which was instituted originally in 1938, 
revised again in 1946, 1948, and 1950, and under that agreement the 
warehouseman is required to post a performance bond, is not that 
true, for grain, at least? 

Mr. UnpreruILu. Yes. 

Mr. Horan. When it was first instituted, when wheat was worth 
62 cents a bushel, he was required to post 5 cents a bushel. 

Now do I understand that if you store a semiperishable or a non- 
storable commodity, such as linseed oil perhaps, you require no per- 
formance bond? 

Mr. Unprruiti. My understanding was that there was a_per- 
formance bond. Possibly it was taken out at the time of storage of 
dry milk and not renewed at the time the linseed oil was stored, but 
there was a bond. 

Mr. Horan. These are the assertions in our investigation that our 
investigator brings out in connection with this. This man apparent], 
had the responsibility of administering PMA’s uniform grain storage 
regulations out in the Minneapolis office. We have these allegations, 
that adequate performance bond was not required on several contracts, 
that no bond was required on one lease, and that no storage contract 
was in evidence or in existence on the storing of this linseed ‘oil. 

The question comes to me, and | am sure from the line of question 
ing that our chairman has followed, that here is a violation of thx 
Department’s own regulations as set up to administer the program 
that was instituted away back in 1948. What is your feeling regard- 
ing that? 

Mr. UnNpEeRHILL. You have taken me by surprise on several of thos: 
statements. I just donot know. The records are in our Minneapolis 
office, but I was not aware that there was any question on the bonding 
under the contract. 

Mr. Horan. May I ask the Secretary, because you have the re- 
sponsibility of treating all the warehousemen around the Nation th 
same, What is your feeling if these allegations hold up? 

Secretary Brannan. As far as 1 know the basis for the charges 
against Cravens were that he acce pte “1 these gifts. 
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Mr. Horan. I think you were justified in that action. 

Secretary BRANNAN. And also one which developed during the 
investigation that he falsely answered his application form by saying 
that he had never been discharged from other employment. We 
discovered that he had been discharged from other employment. 
There were six counts filed against him in our notice to show cause 
why he should not be dismissed. One of them dealt with the auto- 
mobile, one dealt with the television, one dealt with the luggage, 
another dealt with a group of raincoats. 

Mr. Horan. That is in addition. This fellow has quite a list here. 

Secretary BRANNAN. Another dealt with the false statement on 
his Form 57, and it was on the basis of those that we discharged him, 
and it was on the basis of those that we also notified Stuart Symington 
that Mr. Rowlands had been the man who had procured and delivered 
most of these things as an intermediary between the Marachowskys 
and our employee. 

Mr. Horan. Could you now ask Mr. Duggan if you looked into 
the way he had administered his office and had carried out the matter 
of requiring performance bonds on the contracts that he had been 
executing out of his office there? 

Mr. Duaean. I have some information specifically with reference 
to linseed oil. 

Mr. Horan. Where no storage contract, according to our investiga- 
tion, Was required? 

Mr. Duaean. That is right 

Mr. Horan. What manner of beast is this? He was paid money, 
was he not, by the Federal Government? 

Mr. Duaean. If it is permissible, I will read a few paragraphs. 

Mr. Wurtrren. We would be glad to have the whole story. We do 
not want to limit you to two or three paragraphs. 

Mr. DuaGan. This has reference to the linseed oil situation. The 
file in the Minneapolis PMA commodity office contained a letter 
dated June 2, 1950, offering to store commodities at rates indicated 
earlier in this report, that is our investigation report, and a letter 
dated June 5, 1950, from Cole—Cole was the director of the Minneapo- 
lis commodity office—accepting the offer made by the Portage Ware- 
house Co. No formal contract was found in the file, and Jolinson and 
Craveus advised that a formal contract had been prepared and sub- 
mitted to the Portage Warehouse Co. on November 14, 1950, and 
that this contract when executed was to supersede the offer and 
acceptance of June 2 and June 5, 1950, respectively. 

Johnson further advised that the files made available confirmed the 
fact that on January 10, 1951, a letter was sent from Cole to the 
Portage Warehouse Co. requesting the execution and return of the 
contract. 

Under date of January 13, 1951, the Portage Warehouse Co. re- 
turned the original and six copies of the contract which had been 
signed by its officers. On January 17, 1951, they advised, that is 
Johnson and Cravens, the Portage Warehouse Co. that they were 
attaching a rider to the contract which had been executed and would 
return the rider and the contract to the company; that they wished 
to have the company affix its corporate seal to the entire contract as 
the corporate seal had not been originally placed on the contract. 
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On January 24, 1951, the original and six copies of the contract 
and rider, bearing contract No. A-7pm(OW)-24, were returned to 
the Portage Warehouse Co. for execution. Johnson and Cravens 
advised that the contract had not been returned by the Portage 
Warehouse Co., and that it was their belief that they had failed to 
return it because they were not in agreement with the rider which 
had been attached to the contract which required a semiannual ex- 
amination of linseed oil stored, which examination was to be made at 
the warehouse. 

There is a further statement here to the effect that the file failed to 
disclose any performance bond had been filed in conneetion with the 
storage of linseed oil. 

Mr. Watrrenx. What do your regulations require? — In this cas® you 
required an actual contract before you delivered the commodity to 
them; is that not correct? 

Secretary Brannan. Yes; but in an emergency an exchange of 
letters May constitute the contract. 

Mr. Wurrren. It also provided that vou had to have a performance 
bond filed before the commodity was stored there: did it not? 

Secretary BRANNAN. That is right. 

Mr. Wuirren. Tf, and [ do not know, this man had had some 
financial interest in this warehouse, and if these gratuities which he 
received were accepted in consideration of having done something to 
secure this business, it isa violation of the criminal law; is it not? 

Mr. Duaean. | would say so 

Mr. Wrirren. In other words, the intent or the basis on which he 
received them was the key? What inquiry was made as to why and 
how? 

Mr. Duaean. As to why with reference to those contracts? 

Mr. Warrren. Yes. Why did he get them unless it was to give 
business to these folks? Can vou say that he did not have any 
agreement as to what he would do? 

Mr. DuaGan. I think if vou will permit me to bring Rowlands 
into the picture 

Mr. Warrren. I want vou to bring all the facts into the picture. 

Mr. DuaGan. Rowlands, of course, benefited to the tune of a free 
10 percent interest in the Portage Warehouse Co., and received 
payments of dividends or credits in the total amount of $36,356.89. 

Mr. Wurrren. That is the RFC man? 

Mr. DuacGan. Yes, sir. From January through November of 1950. 
Rowlands role, as stated by Marachowsky, was to be that of a front 
man, although he was not able to explain what he meant by a front 
man, or why a front man was needed. 

Mr. Wairren. You state the contract nevertheless, was let on a 
competitive bid basis, and this was the lowest bid according to vour 
Investigation? 

Mr. Duaean. [think vou stated that, Mr. Underhill. 

Mr. Unprruiney. I said the rates were competitive. We paid the 
same storage rate here that we paid in Minneapolis and other cities 
In the area 

Mr. Wairren. Earlier | pomted out that one of the eriticisms Is 
that you make no distinction as to the storage rates with respect to 
the quality of storage facilities and the quantity handled. How about 
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the rate on linseed oil which you paid and where vou had no contract? 
What did you pay in that case? 

Mr. Unpreruizyi. I do not have that figure. Possibly it is shown 
in the report. As I recall, the report indicated that the rates were 
strictly competitive with other warehousemen in the same area. 

Mr. Duaaan. I believe that is so. 

Secretary Brannan. Mr. Chairman, I do not want to in any way 
appear to be glossing over this thing, but it seems to me that it 1s 
quite apparent that while there was not a formal contract completed 
and settled before the commodities were moved into the facility , that 
nevertheless there had been an initial invitation to bid and a bid and 
a general agreement with the exception of some details. If we had 
not removed Cravens in the process of a few days or a week he prob- 
ably would have had the formal contracts, and put them in the file. 

Mr. Wurrren. That is one of the objections, Mr. Secretary , that is 
pointed out by the investigators. I think that this committee is well 
aware of the volume oi business that goes through this corporation, 
and the many, many pressures that were on vou to proceed, but there 
are two things that just invite this situation. One is this matter of 
not warehousing your own commodities even though the Government 
has the warehousing space. This I think is indefensible. It is 
indefensible if Congress wrote any such thing in the section, which | 
do not believe, and if they did not it is indefensible that the Depart- 
ment would pay out these millions of dollars ‘for storage in buildings 
that belonged to the Government, though not to the Department of 
Agriculture. 

Another factor is that in numerous instances loading orders would 
vo out accompanied by warehouse receipts. Thus the man who had 
not been properly investigated in the first place, who had not in many 
cases put up adequate bond, who in many instances had no experience 
in Warehousing, received both the warehouse receipts and the com- 
modity. That is an open invitation for these things to happen. 

Another thing that does not look good is that, when vou find this 
kind of a case, the Department take on itself to sav whether there is a 
violation of the criminal law. According to the record before us now 
in this ease, the report had not gone from the Compliance Division to 
your Solicitor, much less from him to the Department of Justice. 
Unless somebody starts an investigation, this kind of thing can build 
up and accumulate to where the picture is bad, and that is what has 
happened here. 1 think you would have been in much better shape 
if these things had been routed to the proper folks. 1 do not mean 
to accuse the Department of any willful wrongdoing. 

Mr. Horan. And it tends to discredit almost a $7 billion corpora- 
tion that is doing a good job in the main. That is what disturbs us. 
I think when vou have somebody that should be prosecuted, he should 
be prosecuted, or vour regulations do not mean anything if they do 
not apply equally and effectively on all administrators. 

Mr. Warrren. The Department, of course, can’t prosecute, but the 
Department has taken a whole lot on itself to say that the proper 
authorities should not decide whether there should or should not be 
prosecution. The one to make that determination is the Department 
of Justice. Anything of this sort is certainly worth investigation, 
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WAREHOUSES LEASED THROUGH THIRD PARTIES 


Here is a list where you paid out large amounts of money for storage 
in facilities which should have been obtained without going through 
a third party. 

Cornhusker Warehouse, Inc., Coplant, Nebr. (Grand Island ordnance plant), 
5,000,000 bushels; Corps of Engineers, United States Army. 

Emergency Grain Storage, Inc., Victoria, Kans. (Walker Air Base), 1,500,000 
bushels, P-T Air Service, Inc., lease. 

Fairfax Storage Co., Kansas City, Mo. (Dodson, Mo.), dried milk, 100 cars, 
United States Navy lease through Westinghouse. 

V. M. Harris Grain Co., Neosho, Mo. (Camp Crowder), 2,254,230 bushels, War 
Assets Administration. ; 

Hutchinson Merchandise Warehouse, Yoder, Kans. (U. 8. Navy airplane 
hangars), 1,500,000 bushels, Bureau of Yards and Docks, Department of the 
Navy. 

Industrial Storage Co., Yoder, Kans. (naval air station), 1,500,000 bushels, 
United States Navy lease. 

Midwest Storage & Realty Co., Neosho, Mo. (Camp Crowder), 6,000,000 
(2,000,000 to be used), War Assets Administration. 

Llovd Morrison, DeSoto, Kans. (Sunflower ordnance works), 1,000,000 bushels, 
Department of Army. 

I would like to know the total amount of storage that was paid to 
these companies on these commodities. I want then to estimate what 
you could have stored these commodities in those buildings for, and 
what the cost has been to the Commodity Credit Corporation as a 
result of letting these facilities get into the hands of third parties. I 
realize that it is going to be hard to estimate all of this. 

Further, I want to see what these folks paid for these facilities, and 
what vou paid them for the use of them. I would also like to have 
the appropriate section of the charter incorporated in the record at 
this point. 

(The information requested is as follows:) 
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operator for 
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f the lease Chere are no records available to indicate the operating expenses of the warehousemen and it 
is, therefore, not possible to determine which ones made profits and the amounts thereof and which ones 
encountered losses. 
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The Eightv-first Congress changed section 4 (h) of the Commodity Credit 
Corporation Charter Act to read in part as follows: 

“The Corporation shall have power to acquire personal property necessary to 
the conduet of its business but shall not have power to acquire real property or 
any interest therein except that it may (a) rent or lease office space necessary for 
the conduet of its business and (b) aequire real property or any interest therein 
for the purpose of providing storage adequate to carry out effectively and effi- 
ciently any of the Corporation’s programs, or of securing or discharging obligations 
owing to the Corporation, or of otherwise protecting the financial interests of the 
Corporation: Provided, That the authoritv contained in this subseetion (h) shall 
not be utilized by the Corporation for the purpose of aequiring real property, 
or any interest therein, in order to provide storage facilities for any commodity 
unless the Corporation determines that existing privately owned storage facilities 
for such commodity in the area concerned are not adequate.” 

Following this language that permitted Commodity Credit Corporation to ac 
quire or rent real property if it was required for storage, a provision was inserted 
as follows: 

Ind provided further, That nothing contained in this subseetion (h) shall limit 
the duty of the Corporation, to the maximum extent practicable consistent with 
the fulfillment of the Corporation’s purposes and the effective and efficient con- 
duet of its business, to utilize the usual and customary channels, facilities, and 
arrangements of trade and commerce in the warehousing of commodities.’ 

Mr. Wrirrex. Who rendered the interpretation that resulted in 
all these facilities getting in the hands of third parties before you 
used them? 

Secretary Brannan. I think all vou need to do to get the inter- 
pretation of what is meant by that is to go into the extended hearings 
that were held chiefly in the Senate, not so much in the House, and 
read the reports of the committees when they took the bill to the 
floor; and especially the report of the conference committee. 

In those documents there is a great deal of information which 
makes it very clear. And, if vou really want an interpretation of 
What they had in mind, read what was said in the debate on the floor 
of the Senate 

Mr. Warrren. I reeall it very vividly. There was a drive on to 
make certain that the Government, under its authority to build 
storage, should not wreck or destroy the private warehousing business. 
You will find some folks who wanted to force the Government to use 
the private warehouses entirely. Even those people, so far as | 
recall, never insisted that the Government should store its own 
commodities in a private warehouse when Government-owned storage 
capacity was available in the same locality. The question came up 
on the floor, and T reeall it very vividly. Mr. Woolev, from the 
Commodity Credit Corporation, came to me in the Gallery of the 
House, and IT went out and participated in the debate to get the 
amendment in. The Congress accepted the amendment so that vou 
could use private facilities as long as to do so did not interfere with 
the proper discharge of your own business. 

As I would see the proper discharge of vour own business, it is to 
utilize the property that belongs to the Government and run this on 
an economical basis. Even if vou are directed not to interfere with 
private enterprise, it dees not say that the Government must deal 
through third parties. The Commodity Credit Corporation is put in 
the ridiculous situation of having a warehouse and having grain to 
fill it up, and letting the man across the street have the warehouse for 
a song, and then going to him and making a contract with him. The 
Congress is foolish if it agreed to any such thing as that, which IT know 
it did not do. I would like to know where the interpretation comes 
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from. We are put in the ridiculous position of having storage fa- 
cilities, having grain that requires storage, but we cannot use our own 
storage facilities. We must go across the street and let a third man 
come into it and make all these millions of dollars out of Government 
property, 

[ just cannot conceive of anybody construing this section that way. 

Mr. Hunrer. Mr. Chairman, you seem to be directing your remarks 
at the Office of the Solicitor. 

Mr. Wuirren. Iam not trying to point out-anybody. If anybody 
has the answer, I want it. 

Mr. Hunrer. We will give you the answer. Mr. Shulman knows 
about it, and I would like him to give the answer. 

Mr. Sautman. Mr. Whitten, if you would review the legislative 
history of the commodity credit corporation charter act with all defer 
ence to Mr. Andersen’s efforts—and I think they were efforts im the 
right direction—you cannot conclude other than that it was the inten- 
tion of the Congress that Commodity Credit Corporation use private 
trade channels unless it could make a showing that the private trade 
was not in a position to do the job. I think it is clear, if there could 
be a showing that private trade was not in a position to provide 
storage needed under the price-support program, that the Commodity 
Credit Corporation could go out and build grain-storage bins and other- 
wise provide needed storage. 

Under the Commodity Credit Corporation Charter Act as originally 
passed, Commodity Credit Corporation could not acquire or lease 
plants, facilities, or any real property. When that restrictive provi- 
sion was amended to permit Commodity Credit Corporation to provide 
essential storage facilities, there was added a proviso reemphasizing 
the duty on the part of the Commodity Credit Corporation to use 
private trade facilities and arrangements to the fullest extent prac- 
ticable consistent with the accomplishment of its purposes and the 
efficient and effective conduct of its business. 

I do not think vou can conclude that Congress intended that CCC 
should not use private trade facilities simply because it might save 
money by operating its own facilities. At the time of the enactment 
in 1950 of a bill that raised the borrowing power of CCC, this whole 
question of using private trade facilities was reviewed. You will find 
clear indications in the committee reports of an intention that CCC 
use private trade channels wherever possible. In fact, in rejecting 
an amendment requiring complete utilization of private trade facili- 
ties, the Senate report stated that the intent of Congress that CCC 
should utilize private trade facilities wherever possible was plainly 
written in the charter. 

I will be very glad to have presented to this committee a complete 
review of the legislative history involved. | would ask that vou re- 
serve your conclusions until that legislative history is placed before 


you 


Mr. Wuirren. We will be glad to have it. I think it is appropriate 
for it to be in here, and | think it is appropriate for you to present 
your side of it. 

Mr. Suutman. I have no question that, if Commodity Credit had 
gone into the grain-storage business by converting Government 
facilities and operating them on a large scale, it would have been 








severely criticized for violating the intention of Congress that CCC 
should not compete with private industry. 

Mr. Wuirren. With the emergency existing, I differ with you in 
the cases before us. We do want vour opinion. 

Mr. Suutman. We will put it in. 

(The information is as follows: ) 


UTILIZATION BY THE ComMopiry CrepIr CORPORATION OF PRIVATE TRADE 
FACILITIES AND ARRANGEMENTS 


The legislative histories of 


the acts which deal with the Commodity Credit 
Corporation reveal an intent of 


of Congress that the Corporation shall itself engage 
In ft 1 ‘cultural commodities only to the extent necessary to 
avoid impairment of its price-support and other programs. 

Section 5 of the Charter Act (Public Law 806, SOth Cong.), as originally passed, 
provi les that 





Im the warehousing of agr 


“In the Corporation’s purchasing and selling operations with respect to 


agricultural commodities (except sales to other Government agencies), and 





in the warehousing, transporting, processing, or handling of agricultural 
commodities, the Corporation shall, to the maximum extent practicable con- 
sistent with the fulfillment of the Corporation’s purposes and the effective and 
cf nt conduct of its business, utilize the usual and custoinary channels, 
facilities, and arrangements of trade and comme és 





The phrase “to the maximum extent practicable,’ etec., italicized above, was 
added by amendment in order to render the section workable and enable the Cor- 
poration to carry out its statutory duties (Congressional Record, June 18, 1948, 
pp. 9020-9021 

That is was not intended thereby to allow the Corporation to engage in ware- 
using and handling activi 


le was made clear whe 





s to the exclusion of private facilities where they are 
m the question was again discussed in connection 
with the Commodity Credit Corporation Charter Act Amendments, enacted as 


i 








Public Law 85, Eighty-first Congress In considering an amendment which 
authorized the Corporation to aequire real property or any interest therein for 


i 
the purpose of providing storage (section 4 (h) of 1 Charter Act), Senator 





Hickenlooper stated that it was the “whole spirit of the act”’ that 
gga where they can be used, the Corporation shall use existing normal 
private facil ties to ne maxim im, it keeping with CArrVvil g out the business 


of the Corporation, and shall not, in effect, destroy or cut down existing 
private facilities in performing its functions, where it can avoid doing so’’ 
Congressional Record, Apri! 22, 1949, p. 5021 

See various statements to the same effect (Congressional Record, April 22, 1949, 
pp. 5022 5023 

During the hearings on the Charter Act Amendments (Hearings of the House 
Committee on Banking and Currency on H. R. 2682, p. 25), Secretary Brannan 
clearly indicated that the poliev which would be followed by the Corporation 
in utilizing the ht 


ing the authoritv sought would not involve invading the legitimate field 


of private enterprise by competing with or supplanting the private trade in the 
grain-storage business. 

The following provisos, now a part of section 4 (h), were added to the section 
authorizing the acquisition of real property by House committee and on the floor 
of the Senate: 

Provided, That the authority contained in this subsection (h) shall not be 
utilized by the Corporation for the purpose of acquiring real property, or 
any interest therein, in order to provide storage facilities for any commodity 
unless the Corporation determines that existing privately owned storage 
ies for such commodity in the area concerned are not adequate: And 
provided further, That nothing contained in this subsection (h) shall limit the 
tion to the maximum extent practicable consistent with 
Corporation’s purposes and the effective and efficient 

conduct of its business, to utilize the usual and customary channels, facilities, 
and arrangements of trade and commerce in the warehousing of commodities.” 
In House Report No. 418 on H. R. 2682, page 6, it Was stated with respect to the 
amended section 4 (h) that “It is the express desire of the committee that the 
authority given in this section not be used needlessly to duplicate or interfere 


with private trade facilities.’ See also debate in the Senate on these provisions 
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(Congressional Record, Apr. 25, 1949, pp. 5066-5067), and debate in the House 
Congressional Record, May 11, 1949, pp. 6154, 6174, and 6175) 
Congressman Church, at page 6175, stated with reference to the provisions of 
section 4 (h) and section 5: 
The whole purpose of both of these provisions is to endeavor to make 
certein that the Corporation does not, as Government agencies and corpor- 
ations are prone to do, go beyond what is sup p osed to be its primary functions. 


We certainly do not want the Commodity Credit Corporation in the ware- 
housing business, where the Federal Government, through the Corporation. 
owns hundreds of warehouses throughout the country competing wit 
private business, 
When the inerease in the borrowing authority of the Corporation w: nde 
consideration (H,. R. 6567, 81Ist Cong.; Publie Law 579, SIst Cong.), criticism of 
the Corporation’s conduct of the grain program led to a proposal] that section 5 of 
the Charter Act be amended to make utilization of the private trade mar 


The supporters of the proposal took the position that such an amendment 


necessary to clarify and implement the clearly announced congressional policy 
already contained in the charter and which they felt the Corpoation hac t fu 

complied with. See the ‘‘Additional Views” set out inthe House Report No. 1757 
Moreover, it seems clear from the debate (Congressional Record, Mer. 23, 1950 


se opposed to the amendment also felt that the Corporatio 


pp. 1027-43) that t 





was already pl! 1 from engaging in grain-storage or handling activi l : 
t determined would be impracticable to utilize the trace that the existi 
i i 

law required rivate eterprise must be used to evey extent possibl 


A provision similar to the amendment rejected by the House, requiring the 


Commodity Credit Corporation to employ the services of ~— rs, commission 
i I } 








merchants and other usual and customary channels, facil = s and arrangements 
of trade and commerce, appeared in 8. 2826 (companion bill to H. R. 7), as 
reported out by the Senate Committee on Agriculture and Fioeeskey. Upon the 
recommendation of the subcommittee, following recommittal of the bill to the 
committee, the req irement was deleted. ‘The report of the subcommittee stated 
‘Your subcommittee, in recommending deletion of the section requiring 
complete utilization of private-trade facilities, does not intend | actl 
that no change be effected in the handling of grains acquired under price- 
support program, Instead your subcommittee is convinced that more 
efficient Operation is nece sary. ‘The problem should be solved hrougt 
idiministrative action on the part of the pte! shoe i und through negotia- 
tions with the private agencies concerned, rather than by detailed legislative 
direction in the law. The intent of the Coun ess that the Corporation should 
utilize private-trade facilities wherever possible could hardly be stated more 
plainly than as now written in the present charter of the Corporatio? Yet the 
decisions as to the details of such utilization should be made by the Corpora- 
tion in the course of its administration of the program.” Italics supplied. 


Senate Report No, 1875, page 5. 


Mr. Wurrren, I have not studied it as thoroughly as you. But to 
take an ordnance plant that belongs to the Government of the United 
States, which was built for a different purpose, Apo h never had grain 
in it, and was not part of the normal trade, and say the Government 
could not use that warehouse for its own i Seapets until it negotiates 
through a third party, still does not fit with your own plan. Your 
whole opinion, as I see it, is predicated upon there being storage in 
the trade. Such was not the case, in my opinion. 

Mr. Hunrer. Mr. Chairman, if the Secretary of Agriculture came 
to me and said, “Here is a plant we can remodel at great expense and 
operate during the peak season and let it go idle for the rest of the 
time, but I think in keeping with the spirit of the provision in the 
law that I will utilize private channels of trade,’ | would say under 
those circumstances he had the discretion to do so. The fact of the 
matter is that it is doubtful whether it is good business for the Com- 
modity Credit to take over these warehouses and remodel them 

Mr. Wuirren. I thought under the circumstances they leased them. 
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Mr. Hunrer. It isa business judgment that has to be made. This 
is a very serious thing. I would not quarrel with the Secretary when 
he comes to that conclusion. [I might quarrel with any other 
conclusion. 

Mr. Warrren. You mean that it is vour opinion, under this section, 
that if the Government owns storage facilities throughout the country, 
those of the Navy, Air Force, and so forth, the Commodity Credit 
Corporation had no authority to lease and use them? 

Mr. Hunrer. No, 1 do not say that at all. 

Mr. Wurrren. I read 24 to 26 places where the Government had 
buildings, and in which the Commodity Credit Corporation could 
have gone to the Government agency and gotten the use of them, 
but they did not do it. They dealt through a third party and made 
contracts and paid out millions of dollars in storage. 

Mr. Hunrer. Did those buildings need remodeling? 

Mr. Warren. I cannot say whether they did. You tell me. 

Mr. Hunrer. I think that is an extremely important point from a 
businessman's point of view. You mav have to rebuild the thing 
before you could use it. 

Mr. SHutman. It is abundantly clear that it was never the intention 
of Congress that the Commodity Credit Corporation go in the grain 
storage business in a way to compete with private trade. 

Mr. Wuirren. I am in thorough agreement with you. But for 
the Government itself to put its own grain in its own warehouses, 
especially when there is not sufficient storage in the trade is not com- 
peting with the trade. That is where | differ with vou. 

Mr. Horan. Mr. Chairman, we are not getting anywhere. 

Mr. Warrren. | think we are. 

Mr. SHutMan. I suggest the legislative Committee make that clear. 

Mr. Horan. After all, the hullabaloo is over this sentence: ‘To 
utilize the usual and customary channels, facilities and arrangements 
of the trade and commerce for the warehousing of commodities.” 
You can follow right through on the sentence itself. The Arkadelphia 
case Was not a usual or customary utilization by men who had been 
in the grain business. Nor was the case of the Badger Ordnance 
Plant the usual and customary. 

Secretary Brannan. In the Arkadelphia case we never owned the 
facility at all. No Government ageney owned Arkadelphia. The 
railroad or flour mill had owned that property. 

Mr. Horan. That is right. That was owned by the Taipps Engi- 
neering Corp. of Memphis. They had leased it perhaps from the 
railroad. 

Secretary Brannan. Ido not know. The Government could never 
have gotten possession of the Arkadelphia facility from another Gov- 
ernment agency. That is the important point, vou see. We could 
have gotten possession of Badger from another Government agency, 
but not Arkadelphia. 

Mr. Horan. The point I am trying to raise is that this does need 
clarification, but it is obvious to me that we have created a rather 
twilight zone of ethieal business here in some of these leases, and it 
just does not look good. 
~ Secretary BRANNAN. It may or may not, depending on how much 
is involved in operating one of these facilities. You do not store 
grain for nothing. 


e 
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Mr. Horan. I understand that. 

Secretary BRANNAN. It costs a lot of money to handle it, and it 
costs a lot of money to turn the grain over, and it costs a lot of money 
to keep it in condition. If you take an old Army installation, you 
have to buy all the equipment to turn the grain. You have to make 
the walls vermin proof. You have to make them airtight for all 
practical purposes. 

Mr. Horan. We are going to get that information, | hope. 

Secretary Brannan. You have to put in elevators, and then you 
have to restore the installation to the condition that it was when you 
vot it. 

Mr. Horan. [ understand we are going to have that, and properly, 
because we do not want to charge the whole operation on 1 years 
operation. 

Secretary Brannan. I think a lot of these people will actually los 
money rather than make it. But the kev point is that the Govern- 
ment did not lose any money on these operations, because the price 
of the storage was added onto the cost of the grain. The ultimate 
consumer may have paid an infinitesimal amount because, let us say, 
we added a cent a bushel. You remember the figures. We have to 
add almost a dollar to a bushel of wheat to justify an increase of 1 
eent in a loaf of bread. The whole thing is really infinitesimal from 
the standpoint of the consumer, and the Commodity Credit Corpora- 
tion does not lose a thing here. 

Mr. Wairrren. IT want the story on the comparison. I doubt it 
but it could be, as vou say, that it costs as much to do it the other way 
But your presentation here is not hinged on_ that And here is 
where I differ with the Solicitor about the requirement, 


Nothing contained in this subsection (b) shall limit the duty of the corporat 
to the maximum extent practical consistent with the fulfillment of the « Y 
ion’s purposes and the effective and efliqient conduet of its busines 
even if you strike that section in parentheses out and leave the CCC 
requirement 
1 the usual and customary annels, facilities, and arra f trade 
it! 1 commer t I! the \ Of commodities 
Who would sav that the Badger Crdnan Works 0 i Crovernment 
ality Was part oO thre isual channels of trade? Who ould say 
that to vo out and onvert the Government's own 1 C to som 
a were 1 O! . he sual ¢l ( 
it not anvt ts 
«I \ ore | ( ty 1) ) 
{ ernmen | » Whe ! 
ral vould requir . » dO bhatt Dp \ 
If there was commercial storage in this area a \ : 1 thier 
constructed storage, vou woul el be vos counter te 
this Bu toOsav that vou canno ise tha Whiel . Ol] Pitt ha ( 
» oll snd i¢ Vitti a rd man betore rou es | Lt do 
not beheve anv such opinion would stand up Law rs have differs 
nee time immenro » this no quarrel! witht | 
But | cannot see it l think that ts a strained const Mmeor tine 
eLion 
\Ir Ht NTER | Gao not th Thin VO understand OU? const eCtiol 
We sav administrative officials ha Ol disc ) 
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cient. It is nota lawyer's question. I say the administrative officials 
in this case are acting in accordance with the law. 

Mr. Warvven. And I am raising the question if they could not have 
done it the other way and still have been within the law. 

Mr. Hunver. Matters of business judgment are also involved. I 
am not passing on them. I stick to my last. 

Secretary Brannan. Mr. Chairman, we have been confining our- 
selves to an interpretation of the law which goes much beyond the 
specific language which we read and reread, but here are some other 
factors in it. 

We have a limitation on the number of emplovees we can hire. 
We bave a limitation on our total appropriations for operations. 

Now, Mr. Chairman, let us say that we took Camp Crowder over, 
we put in the carpenters to rebuild the place, we went into the market 
and bought all the equipment to turn the grain, we operated an 
elevator there, and then we sell the grain out. We would have a 
terrific accounting problem right off. Can we charge the cost of all 
our employees, can we charge all the rest of these things, and how do 
you charge them out per bushel when you sell the grain into the mar- 
ket place? There are an unlimited number of management problems 
when we got into it. If we had gone in and managed one of these 
facilities and taken a loss, I respectfully say to vou that Senator 
Williams and others would have charged that we violated the law. 

Mr. Wuirren. We will reconvene at 2 o’clock this afternoon. 


AFTER RECESS 


Mr. Warrren. When we recessed for lunch, we were discussing this 
matter of storage buildings belonging to other departments of the 
Government. I believe we had covered everything that I cared to 
cover at this time. 

Do you have anything further, Mr. Horan? 

Mr. Horan. For the sake of pointing up what can be done the 
report that we had, Mr. Secretary—and I would like to read here 
about four or five paragraphs which indicate, I think, commendable 
things have been done by PMA committees; and perhaps this may 
indicate one way that we might solve this matter: 


In a few instances, county PMA committees operate surplus Government 
facilities. Those operations inspected appeared to be operated in an efficient 
manner and at a cost considerably less than paid by PMA to commercial elevators. 
Typical examples observed were: 

1. The Woodbury County PMA Committee has operated a storage facility at 
the Sioux City Air Base in which is stored 886,000 bushels of corn. Storage costs 
average 8 cents per bushel per year, or approximately 4 cents less than paid to 
commercial Operators by PMA. 

2. The PMA county committee at Ottumwa, Iowa, has stored 459,000 bushels 
of corn in the naval air station hangar there at an average cost of 7.5 cents per 
bushel. 

3. The Waseca County PMA committee in Minnesota has stored 155,000 
bushels of corn in a Government-owned hemp plant at New Richland at an 
average cost of 8 cents per bushel. 

Another example of possible savings to the Government is the operation of a 
storage facilitv in a large surplus hangar at Hitchcock Air Base near Galveston, 
Tex. This hangar was obtained from the War Assets Administration by the 
Dallas PMA commodity office and was operated directly by that office under a 
service contract for the storage of CCC-owned grain sorghums. Under this 
contract approximately 1,200,000 bushels of grain sorghum were stored in this 
facility at a cost to PMA of only 7 cents per bushel, as compared to a cost of 
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13.75 cents per bushel for commercial storage under the Uniform Grain Storage 
Agreement. 

I felt, Mr. Chairman, and I feel you will agree with me, that it is 
constructive for us to have these examples entered into the reeord. 

Mr. WHITTEN. Certainly. It is the desire of the committee to put 
the whole story in the record. 

Now, is there anything further? 

Mr. Horan. I would like to ask Mr. Geissler if be was aware of these 
practices on the part of the PMA committees themselves. 

Mr. Getssier. Yes. 

Mr. Horan. You encouraged it wherever possible? 

Mr. Geisster. We have, certainly, in the case of these particular 
facilities, because that was the only wav we could operate. Our ex- 
perience has been very good with Government-owned bins, which are 
wholly supervised by county and State committees. 

Mr. Horan. Obviously, here is what has grown to be at least th 
usual and customary way to handle these things. You have vour 
PMA committee, which has been in existence many vears now, and 
they are empowered to do these things on their own. 

Mr. Geisster. That is right. They handle the facilities, Mir. 
Horan, just exactly like they do the bins on our bin sites. As I say, 
our experience under that operation has been very satisfactory. 

Mr. Horan. It has made use of available Government storage 
space, and it has undoubtedly contributed to the security of the grain 
growers themselves by reducing their storage costs. 

Mir. Gretsster. Yes. 


Mr. Horan. That is al 


1, Mr. Chairman. 
LONE STAR BAG & BAGGING CO. 


Mr. Wurrren. Turning then to one of the instances which we had 
up vesterday, the Kansas City operation, in connection with Carl G 
Rausch and Willard MeCabe, 

You were to find out what you could about the Lone Star Bag Co., 
what the Lone Star Bag Co. was, who it was, and whether there was 
any possible connection between that company and the two e nplovees 
whom you removed for 30 days—Mr. Rausch, chief, and Willard 
Vie ‘abe. 

Secretary I 
Chairman. 

Mr. Dean. | would like to request pernussion to put this whole 
statement in the record. 

Mr. Wurrren. Yes; that will be fine. 

(The statement referred to follows: ) 


SRANNAN. Mri Dean has that information, Me. 


Yesterday a summary of charges against Carl G. Rausch and Willard MeCabe, 


emplovees of the Kansas City PMA commodity office, was introduced in the 
record, These were departmental charges which grew out of an investigation 
made early in 1948 of bag purchases from the Lone Star Bag Co., Houston, Tex., 
vhich took place in 1947. As our charges against thesc emplovees have been 
trod ced IN} the re cord, it seems O1 i\ fair to req that I tfatements 
mnection with the matter also be introduced in the record We have found, 
vever, that the statements of these 2 men total 29 pages and make detailed 
xplanations of specifie transactions We believe, therefore, that we should not 
isk for the inclusion of the entire statements of these two men in the record, but 
i fairness to the employees we would like to have certain excerpts from the state- 
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ment of Mr. Rausch, the division chief, included. Excerpts from the statement 
are as follows: 

‘Lam a citizen of the United States by birth and am married. I reside at 1104 
Hilltop Road, Kansas City, Kans. I am emploved as chief, Transportation 
Division, Production and Marketing Administration, United States Departme nt 
of Agriculture, Kansas City CCC office; and my place of employment is located 
at 417 East Thirteenth Street. I have been employed by the Department of 
Agriculture since July 1, 1940, in Washington, New Orleans, and Kansas City. 
On April 7, 1947, I was transferred from my position with the Commodity Credit 
Corporation in New Orleans to chief, Transportation Division, CCC office, Kansas 
Citv, Mo. 





‘It was my general policy to use the forms and letters written by Kucera (prior 
to his retirement) on former bag announcements as a guide and to improve upon 
these letters as contracts were announced and awarded. I wish it clearly under- 
stood that Iam a traffic man and was hired as a traffic man by Commodity Credit 
Corporation, although I realize it is my responsibility to —— any other duties 
that might be given me. Primarily, though, my job has been that of a traffic 
man and not a procedure writer or procurement officer; and I feel, and have felt 
all along, this assignment should have been given to someone in this organization 
wetter qualified than I. Since starting work in Kansas City, we have handled the 
transportation of a large amount of wheat and other grain shipped to foreign 
countries, and the load of this transportation work has prevented me from giving 


as much attention to the procurement of bags as would have been desired. During 
the investigation of the procurement of bags, a large number of questionable 
ransactions appear. ‘The purpose for making this statement is to explain these 


apparent discrepancies or irregularities and to give what justification I can think 
of at this time 


* . Kk 


Phe usual procedure for announcing requirements and invitations for bids was 


as follows: A letter or wire was prepared in this office and sent to bag dealers who 
had previously communicated with this office indicating that they were in a posi- 
tion to furnish bags e it he r second-hand or new \fter announcements were sent 
to these bag dealers, bids were received from them either by wire or letter Some 


bag dealers telephoned their bids to this office, but on these oceasions | requested 
them to wire the bids to this office so that our records would be complete. Wher 


} 


these bids were received from the various bag dealers, they were tabulated by one 


of the clerk-stenographers in my office, and a chart was prepared showing the bids 
mace On a number of occassions ( Hl. Lewis. vier president of the Lone Star 
Bag & Bagging Co., and representatives of other bag companies came to Kansas 
(‘itv at the time awards were to be made. When Lewis phoned to this office and 
requested information relative to low bids submitted by other companies, I, on 
everal OcCasio! gave him the low bid by phone If Nii Lewis came to this 
ct I su} ( ! forn on re ( o the Jowest bidder verbal] 
PP Oy! l t Al | 11 ! t roceaquy VW Vrone \I 
| 1 ! vy yn rridatue ( ive ( } ( ( ' cle Wi 1O make 
Lone Steur Bog & Begging Co. submit a lower bid and save the Government 
r ed I be ¢ that Iw ld have pplied this informa 
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reliable firm and that I was under the impression that they delivered the bags 
according to specification and without undue delay. 

‘“T received a pair of cheap binoculars (estimated value, $5) through the mail 
from the Lone Star Bag & Bagging Co. about 4 months ago. These binoculars 
vere mailed to my home address by the Lone Star Bag & Bagging Co. For 
Christmas I received a small radio with a clock from the Lone Star Bag & Bagein: 


Co. It is my impression that this radio is worth less than $20 retail value. and 
[ plan to give it back to the Lone Star Bag & Bagging Co., whenever Lone Star 
representative is in Kansas City. At the time Mr. M. M. Feld was in Ne 
York City in September er October, he mailed me a necktie At various times 
(. H. Lewis has given me a Cigar I have not at any time received any g 


other than mentioned above 

“T have voluntarily signed an order to the Commerce Bank & Trust Co. au 
thorizing special agents to check my personal bank account and to check the 
eontents of my safetyv-deposit box: and on January 27, 1948, 1 accompanied them 
to the bank and thev checked the contents of my safetv-deposit box and ban! 


statements and canceled cheeks. 1 wil! be glad to submit any further informatio 
regarding my personal affairs which will prove that I have not benefited in any 
wav other than shown above from the Lone Star Bag & Bagging Co I have 
never at anv time been promised anv reward in any form 

{ | G Rt Cl 


“JouHn P. CcuNNINCHAM 
“Curtis W. Racspatl 

Mr. Wairren. Did you find out who owned the Lone Star Bag «& 
Bagging Co.? Was there any prior connection with Rausch and 
MeCabe? 1 believe you said they came from Texas and this was a 
Texas company. What investigation was made, if any, to trace the 
connection between Rausch and the Texas company? 

Mr. Dean. Rausch went to Kansas City from New Orleans 

I do not know whether he is a Texan or not 

Mr. Duggan. He was born in Manchester, N. H.; and MeCabe is 
from Kansas. 

Mr. Wutirren. Is there any evidence that he did this other than 
his own confession; that is, the act of giving information as to the 
lowest bids? 

Mr. D1 GGAN. That is corroborated by several virls who worked 
there in the office, all set out in the investigation report 

Mr. Warren. Is there anything to show how much higher this 


company bid, as a result of knowing the other lower bids, than it 
might have? In other words. thev knew how hich thev could make 
the bid and still obtain the contract as against {| ic] 


| 
. ' } ] P , 
might have caused them to marke ny iower bid |. here sayy niormy: 


tion as to what their bid would hay been had they not ceived priol 


thev in turn could bid beneath that? 


Mir. Duaeax. That is right 
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il Is there anvehing | Indicate What aennea: 
Hoar Ww 1 tha'alh n { 1 niormeatti ; 
COT) otherwiss mn the absence of Uhl HIOPTEL, () 
\ j ' } 
\li 1) LN I do not beMeve so 
’ rr. ' ' 
Mr. WuHitrteNn Phe next charge was that thev award ry ‘Ont 
! if 1 
to Lone Star ata bid dn 1} th) other bids on { i ou inves 


rated that? 
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Mr. Duaaan. Yes, sir; I think that that is part of the report. 
That was one of the findings of the investigation—that they had 
awarded a contract to Lone Star at a bid higher than other bids on 
file. 

Mr. Wurrren. Does it state what the amount was that was in- 
volved, and how much higher? 

Mr. DuceGan. That is here, I am sure, Mr. Chairman, but it might 
take some time to find it. It is a rather lengthy report, you know. 

Mr. Unpreruity. Here is a note prepared at the time the report 
was received which I can read: 

This transaction is difficult to analyze and difficult to show whether the Gov- 
ernment lost anv substantial sum or any sum on the matter. The Lone Star price 
was low on used bags, but it also bid on new bags and was permitted to deliver 
both new and used bags. In other words, the Government lost a substantial 
sum if for its purpose used bags are as good as new bags. However, in this eon- 
nection it should be noted that later, as a matter of top policy, procurement of 
used bags was discontinued and new bags bought exclusively for the use of the 
\rmy in exporting grain. 

Mir. Wairren. Now, you do not know how much money was in- 
volved, or the cost to the Government? 

Mr. DuaeGan. The cost of the new bags, according to this note, 
was apparently $50,000 more than used bags, but it was not the 
same commodity delivered, 

Mr. Wuirren. It was not, but at that time the regulations pro- 
vided that used bags were sufficient to meet vour needs. But, instead 
of taking used bags where the competition caused others to bid for 
used bags, he took new bags for the other company at the higher 
price, 

Mr. Duggan. He took a combination bid, apparently. 

Mr. Warrren. You folks investigated this. I want to know how 
much this action cost the Government and what efforts, if any, you 
made to recover from these two individuals. 

The record shows that they gave information to one of these 
bidders as to what other bidders had bid. Why?) The record is 
silent. Whether it was to his own financial interest or an accommo- 
dation because he liked them or what, we do not know. 

The record also shows that he accepted a high bid from Lone Star, 
buying things from them at a substantial outlay on the part of the 
Government. This is in 1947 and you still do not have any record 
as to how much it cost the Government, nor is there any record of 
your trying to collect the money out of the man who caused it. Do 
you have that information? 

Mr. Duaean. Tam sure that the information supporting that sum- 
mary statement I read a moment ago is In the report that one contract 
was let to Lone Star at a higher bid than the other bids on file. 

Mr. Wairren. So far as you know, Mr. Rausch and Mr. MeCabe 
might have been connected with the Lone Star Co.; is that right? 

Mr. DuaGan. No, sir; | have the record of that corporation. I will 
read it to you: 

Lone Star Bag & Bagging Co., Ine., 2215 Dumbell Street, Houston, Tex., 
ncorporated under the laws of Texas, May 2, 1928, with capital stock of $200,000. 
This amount was inereased from time to time; the last increase filed December 2, 
1947, shows capital stock in the amount of 51,250,000. 


Officers of the corporation are as follows: 
M. M. Feld, president, 4202 South MeGregor Wav, Houston, Tex. 
W. W. Lesser, vice president, 3233 Ozark, Houston, Tex. 
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C. H. Lewis, vice president, 2029 Albans, Houston, Tex. 
Benjamin Feld, secretary-treasurer, 3446 South Moore, Houston, Tex. 

Mr. Wurrren. I would like to have you supply for the record the 
amounts of these bids and the amount of difference between the high 
bid which went to Lone Star and the lower bids of the competitors 
[ would also like to have included in the record a copy of the finding 
by the personnel department recommending this loss of 1 month's 
salary. 

The material requested is as follows:) 


LONE Srar Bac & Baaarne Co., Inc... Hovusron. Trex 


, Chief, Transportation Division, Kansas City PMA ¢ 
June 20, 1947, sent out announcements to bid (contract 63) on 1.190.000 


i \ 





announcement requested bids on new 2-bushel 9- and 10-oune: 





s; also on 9- and 10- ounce 2-bushel No. 1 second-hand acceptat 
ap bags f. o. b. per Houston or Galveston, Te 
ance to this announcement a number of bids were received, includ 
Lone St Bag & Baggir a ©o;.. 14 ” 
170,000 new 40-10-44 burlaps _ SE8G. OO 
170,000 new 36-10-46 burlaps 274. 95 
170,000 new 40-8-44 burlaps 245. 00 
540,000 second-hand 8- and 9-ounce 2-bushel burlaps 145. 00 
300,000 second-hand 10--12-ounce 2-bushel burlaps 175. OO 
Island ( ily Tron rae Metal Co., Gal ve Stor, 7 Per thousand 
10-ounce 22-36 S2S4. 4&4 
No. 1 10-ounce second-hand Sito. Af 
8-ounce second-hand 2-bushel bags 147. Oo 


L. J. Wheel P Galveston, Tea 


1,190,000 second-hand 7!4-ounce or better burlap bags, $147.50 per thousand, 
The unit prices of the Lone Star Co. were lower on both new and used bags 


} 


han those of the other bidders; however, it could not furnish the entire quantit» 


desired n the form of used bags 
Rausch on June 24, 1947, accepted the bid (contract 63) of Lone Star Bag & 
Bagging Co., Ine., as follows: Per th j 


540,000 second-hand &- and 9-ounce at $145 per 


! 378, 300. 00 





300,000 second-hand 10-12-ounce at S175 per thou 52, 500. 00 
170,000 new S-ounce at $245 per thousand $1, 650. 00 
170,000 new 10-ounce at $274.95 per thousand 16, 751. 50 
10,000 new 10-ounce at $289 per thousand 2, S40. 00 

Total (1,190,000 299 O81. 50 


Hloweve re the delivery records disclosed that Lone Star Bag W Bagegir 40>. It 


lid not deliver in accordance with its award on contract 63. This company made 


leliverics as follows and billed CCC accordingly: 
882.300 second-hand 8-ounce at $145 per thousand $55, 433. 50 
| 004,950 SeCO id-hand 10-ounce Al $175 per thousand 175 S66. 25 
13,750 new S-ounce at $245 per thousand 10, 718. 7h 
&2.500 new 10-ounce at $274.95 per thousand 22. 683. 38 
16.500 new 1O-ounce at $289 per thousand 1 768. 50 
Total (1.530.000 269, 470. 38 
It will be oted thet 1.530.000 bases were aetually delivered naer contract 63 
Phe additions! 340.000 baes resulted from two amendment covering 170.000 
OTS hat ePoOrmmele tract price 
Inasmucl Pausch eecepted Lone Star Bag & Bagging Co. Ine.. bid o 
S- and nee Se nd-hend bags and accepted deliverv on aimost 400.000 8-ounce 
apparent that the S-ounce second-hand bag was acceptable 
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for use under contract 63. Therefore, had Rausch accepted the bid of Island City 
Iron & Metal Co. on 8-ounce second-hand bags for all of the 1,190,000 bags called 
for in the announcement, the cost to CCC. would have been $174,930, or $47,151.50 
less than the contract awarded to Lone Star Bag & Bagging Co., Inc. tf Rausch 
had accepted the bid of L. J. Wheeler, the cost of 1,190,000 bags would have been 
$175,525, or $46,556.50 less. 

The least expenditure of Government funds would have been involved if a 
combination of bids had been accepted. This would have involved buying 
540,000 used 8 and 9-ounce bags from Lone Star and the remainder as S8-ounce 
bags from the Island City Iron & Metal Co. 





Secretary Brannan. Mr. Reid of the personnel office is here, and 
is prepared to discuss this case. Mr. Hunter has also refreshed his 
memory as to the disposition of the criminal aspects of the case. — | 
would like both of them to have a chance to make statements now. 

Mr. Hunrer. The Department received a letter dated November 
14, 1947, from Assistant Attorney General John F. Sonnett, informing 
us he had heard of some irregularities in the granting of contracts for 
bags to the Lone Star Bag & Bagging Co., and asked us if we could 
give them any information. 

As a consequence of that letter, an investigation was instituted. 
The report of investigation is dated March 18, 1948. The supple- 
mental report is dated April 13, 1948. That report was sent to our 
office for appropriate action. 

On July 9, 1948, a three-page letter, signed by myself, was for- 
warded to the Attorney General, sending the report to them for such 
action as was appropriate under the circumstances. Accompanying 
that letter was a 14-page single-spaced statement of facts about each 
of these contracts, irregularities in procedure, and as to the participa- 
tion of these two employees receiving gratuities. 

In addition to that, there was a 44-page exhibit compilation made 
1 Us. 

| remember that case now, after looking at the file, because Mr. Paul 
\leNutt represented the Lone Star Co. and came to my office and 
talked to me about this case. | told him that the case was being 
forwarded to the Department of Justice, and we would be very glad 
to tell them he was interested in the case, and he could discuss it with 
them, from that time on 

\Ir. Wairren. Who was that? 

Mir. Hunver. Mr. Paul MeNutt. The case was settled on the 


vil side by the Department of Justice, with the concurrence of thy 
Department of Agriculture, [To think for S10,000. There was no 
iminal action taken by the Department of Justice 
\I Wr \ SO far as you know Vou do not KHOW whether 
ted further investigation, or just relied on such investiga 
kericul! eo mrad 
hed on our investigation Phis cas 
Hhoweve! { il Di Ol 
Mir. Wiirren. Yes, sit 
Mir. Hun1 | stated that, because [got the impression from vor 
tatement Vesterdas threat perhap Vour report aqoes not contain this 


nformation 
Mir. Wairren. We do not have it in the detail that Vou do, 
In connection with that I would like to ask that vour report, as 
voluminous as it is, be filed with the committee so that we might 
: : 


have the privilege of studvine it with the idea of re 


turning it to vou 


after it has served the purpose of the committee 
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Mr. Hunter. It is awfully long and complicated. 

Mr. HorRAN. | would like the record to show on what erounds the 
Justice Department was satisfied to settle this out of court. It did 
not go to trial, did it? 

Mr. Hunter. There were complicated issues in this case. As I] 
recall the case now—and I have not had a chance to reread this all 
myself—as far as the civil aspects are concerned, there was difficulty 
in proving damages in view of the fact that second-hand ba ; 
involved. 

Mr. Dean. I can insert a letter from the Assistant Attornes 
General. We note that the Assistant Attorney General stated that 
the facts of the case do not support a claim under the so-called false 
claims statutes. 

Mr. Hunrer. Under the false claims statute I] think vou get double 
the amount of the claim, and that is what this refers to 

In our submission to the Department of Justice we estimated the 
ascertainable claim for CCC would amount to $12,500 or $17,178 as 
actual damage 

\Ir. Horan. Do you suppose the amount had any bearing on the 
willingness to settle this out of court for $10,000? 

Mr. Hunrer. I think so. It would have required a very extensive 
trial, many witnesses, and, I think, depositions at distant points. 

Mr. Wuirren. The part of the settlement vou approved had to do 
with the civil case only, and the other was turned over to the Criminal 
Division of the Department of Justice? 

Mr. Hunrer. Yes. 

Mr. Wurrren. Are there any further questions? 

We would like to have this additional information, Mr. Hunter, for 
the record. 

Secretary BRANNAN. IT am sure it is clear to evervbody that this 
case was back in 1947. 

(The document referred to is as follows:) 


Ss Were 


oO 


DEPARTMENT OF JUSTICI 
WasHINGTON, D. C.. November 24, 1948 
Re: Lone Star Bag & Bagging Co., Houston, Tex 
SOLICITOR, DEPARTMENT OF AGRICULTURE, 
Washington 25, D.C 


Sir: There is enclosed for consideration by the Department of Agriculture a 


copy of a letter dated’ November 17, 1948, from the Lone Star & Bagging Co., 
offering the sum of $10,000 in settlement of the Government’s claims under the 
contracts referred to in paragraph No. | of the letter. This offer resulted from 


negotiations between Mr. Feld, president of Lone Star Bag & Bagging Co., 
Mr. Paul V. MeNutt, counsel for that company, and Messrs. Friedman and 


Fruit of this Department. The facts of the case are such that, in our opinion, no 
claim could be made under the so-called False Claims Statute (31 U.S. C. 231 
235). Although the case presents, as vou know, problems in the interpretation 


f 


of contract specifications and procurement procedure, the chief difficulties en- 
countered by Messrs. Friedman and Fruit involved the determination of the 
measure of the Government’s damages and of the number of bags delivered 
which did not conform to the contract specifications 

We, therefore, request that the Department of Agriculture give careful eon- 
sideration to the submitted offer and communicate its approval or disapprova 
t} 


hereof to us 


simecerely vours, 
H (; \IORISON, 
Assistant Attorney Genera 


(For the Attorney General 
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A short statement concerning the ‘used bag’’ cases is as follows: 


Lone Star Bag & Bagging Co. of Houston, Tex. 

Case transmitted to Department of Justice on July 9, 1948. The Commodity 
Credit Corporation was then withholding $53,758.13. Possible items of the claim 
indicated a probable actual damage ranging from $12,500 to a total of $17,178.78. 
Damages were originally computed on the basis of a maximum possible rate of 
5 cents per bag, but Justice later developed evidence as to the prices of second- 
hand bags and approved, as did this Department, settlement for $10,000, which 
was collected by remitting the balance of the amount withheld to the company 
and retaining the $10,000. 

Ben Levy, doing business as Island City Iron & Metal Co. of Galveston, Tex. 

This ease was referred to Justice on July 138, 1948. The Department was 
withholding $48,399. On one contract 569,000 potato bags were delivered and 
20,295 bags smaller than specifications. The evidence indicated that at least 
228,000 bags delivered on another contract were potato bags or otherwise below 
specifications and showed that other bags probably were also below specifications 
but the number of sueh bags could not be determined. Justice accepted settle- 
ment of $9,547.50. 


‘ V A igu sf, doing business as S attle Baaq Co. of Seat E Wash. 

Contract with Mr. August was made bv the Portland office. The claim was 
eferred to the Department of Justice on October 5, 1948. 

Che deliveries included the following: 
S-ounce bags on 10-cunce contracts 1, 305, 950 
Potato bags (usually 8-ounce} on 10-ounce contracts 700, 400 
Smaller than specifications on 10-ounce contract 839, 100 
Potato bags on contracts excluding them 1, 022, 330 
Smaller thar OC tions on S-ounce contract 97, 000 





rhe Corporation was withholding $130,541.80. Mr. August was indebted for 
bags in the amount of approximately $91,000 and owed $60,000 borrowed to pay 
for other bags 


The Department of Justice approved settlement of $20,000, after Mir. August 





had agreed to a cancellation by the Commodity Credit Corporation of certain 
existing contracts for the purchases of new bags, whieh the Army no jonger 
desired. 

Messal Baa Co. of Portiand, Orea. 

Kleven contracts made in Portland. Case to Department of Justice January 
26. 1950. Information could be obtained that deliveries of only 124,000 bags 
were below specifications, although probably others were also. ‘The elaim would 
amount to $1,860, if damages were computed at $0.015 as had been done in other 
bae cases, unless section 231 of title 31 was invoked, Settlement was made by 


the Department of Justice accepting $1,860. 
Ca fornia Baa Co. of Seattle Wash. 

Contracts were made at Portland. The company was owned and operated by 
four brothers. Deliveries included 125,250 bags below specifications on which 
damages would amount to $1,878.75. The ease was referred to Justice on May 
24,1949. One of the partners, who signed the invoices, stated that certain of the 
bags were not intended for delivery to the Corporation but were diverted be- 
cause of the necessitv of meeting delivery dates. He admitted preparing the 
invoices for the bags which were below specifications (S-ounece bags on 10-ounce 
contract) but asserted he believed the bags were good quality bags and suitable 
for the use intended. We were informed in Deeember 1950 by our regional 
attorney at Portland that an offer to settle for $1,878.75 had been made and 
have inquired of Justice as to the status of the settlement but have received no 


’ 


information. 
against William = Sn th of San Francisco, Calif., We stern States Bag Co. 
of ] ortland (rea. 








These two cases were not referred to the Department of Justice but were settled 
on a comparable basis to the cases referred, since the evidence appeared insuffi- 
cient to show false claims and was weaker than that in the cases already settled 
by the Department of Justice 
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Mr. Wuitren. Now we want to hear also from Mr. Reid with 
regard to the handling of the personnel matter involved in this situ- 
ation. 

Mr. Rem. Mr. Chairman and gentlemen, this case came to the 
attention of the Office of Personnel, when Mr. Rausch and Mr 
MeCabe were suspended under delegated authority, for a period of 
15 days and when PMA requested that there be an additional exten- 
sion of the suspension for 30 days. That was granted 

At that time the investigation report was made aveilable to us 
The investigation showed that these men had accepted some gratuities 
from the Lone Star Bag & Bagging Co. I believe they were a pair of 
binoculars which were said to be worth not over $5, and a radio not 
worth over $20, and a necktie, | believe, was included 

Mr. Warrren. It might have been roughly $5 at the market pri 
or in the retail store but, apparently, these were worth $12,500 or 
more to the Lone Star Bag & Bagging Co. That was the benefit 
they received if we accept the figure that was given at the time of the 
investigation. This kind of thing meant $12,500 to the Lone Stat 
Bag & Bagging Co. That is the trouble with this way of doing 
business. 

How do vou know that was not the real reason for the 
are they gratuities if they bring home that much bacon’ 

Mr. Rem. We do not know, of course, what the real reasons ar 
ror the gratuities. 

Mr. Wuirren. In passing on these personne! matters, do you go 
by what they cost at the store, or what t! nt? 

\MIr. Reto. We try to weigh the whole thing, as to what the intent 
of the act is, as well as the value of it. 

Mr. Wairren. You have a man out here working for you and voi 
are paying him a good salary. As this man stated in his own record 
he knew he was not qualified especially for what he was doing, bu 
PMA kept him there. You kept him working for you in a field he 


was not especially fitted for. Instead of beimg in transportation, hi 
was lettine contracts. and vou found out that in the lettine of cor 
tracts, he had taken a pair of binoculars and some other things. I 


us say they were worth only 50 cents and that wasn’t so bad. But 
then you found out that he was costing you at least $12,500 by showing 
favors to the man who had favored him by just not following orders 
Would you have a whole lot of confidence in him and keep him doing 
something else? 

Mr. Reip. I have not had anv figures on the cost of this thing until 
a few minutes ago. That matter was judged from the personne! 
standpoint on the basis that here was one act—it was only one act 
in the report that was made available to us—that there had been 
a bid altered, and that that bid had been altered im such a way that 
the Lone Star Bag & Bagging Co. got the bid. It was an unjustifiable 
act. 

Mr. Wuirren. Then you just suspended him for 30 days for letting 
them amend their bid, so to speak, contrary to the regulations? 

Mr. Rerp. He was suspended 30 days for that and then disciplined 
to the extent of that suspension and given a letter of reprimand 

Mr. Wurrren. Then you never have considered what the punish- 
ment should be for having given the Lone Star Bag & Bagging Co 
the knowledge of what the competing bids were. Nor have you acted 
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on the finding which the Department now has, that he awarded one 
contract to the Lone Star Bag & Bagging Co. at a higher bid than 
received from competitors? 

Now those things still were not brought to vour attention? 

Mr. Rerp. Those matters were not submitted to us. He was dis- 
ciplined for this, first. Then there was information submitted to 
our office, and this was in a report in 1950, that he had accepted the 
favor of having a friend of his buy him an automobile or get him an 
automobile, transport that automobile from Baton Rouge, La., to 
Kansas City. It was evident that he had paid forthe automobile. He 
showed a canceled check for the cost of the automobile, | believe, with 
the endorsement of the company, and a check showing that he had 
paid for the transportation of the automobile from Baton Rouge to 
Kansas City, at least for the gasoline and oil, in the matter of $55. 

Mr. Warren. Was he still engaged by the Department after this? 

Mr. Rerp. He was still engaged by the Department. 

Also, that the president of one of the railroads had aided him in 
getting an apartment. But there was no evidence that he had done 
anything except to ask a friend of his to let him have an apartment. 
There was no payment of any kind on the apartment. 

Mr. Wurrren. Perhaps the Congress cannot get too excited about 
that kind of thing. But when vou find out that the man himself is 
returning the favor at a heavy cost to the Government, such as his 
taking the high bid when there were lower bids, and letting the bidder 
know what the other bids were, isn’t that a different matter? 

Mr. Ret. Well, I would not give a judgment on that. A man 
ought not to let any favors he gets influence his official actions. 

Mr. Wurrren. And if somebody accepted favors, but had not let 
it influence his official action, you think in that case vou should be 
reasonable with him? 

Mr. Rerp. I think he should not accept favors from anybody he is 
dealing with officially. That is our regulation. 

Mr. Wurrren, Certainly that is true. A man should not accept it 
either way. That is vour regulation. 

Mr. Retp. Yes. 

Mr. Wurrren. But if he did do it and if he did not let it influence 
his official conduct, that would not be quite as bad as where vou have 
concrete evidence that something did influence his official action. 
Now you say you still have not considered the charges which the 
Department investigated and found to be true in that he had let this 
Lone Star Bag & Bagging Co. have a contract at a bid higher than 
the others had bid and which, according to Mr. Hunter, was approx- 
imately $12,500 higher. 

Mr. Hunter. No; that was $12,500 which represented the damages, 
through improper performance, giving us the wrong kind of bag. 

Mr. Wurrren. At any rate, whatever this is, and you cannot get 
the figure here now, we know through Mr. Hunter that there is an 
estimate that the Government suffered $12,500 damages as a result 
of favoritism which he showed after having received the special favors. 

What would you say about that kind of emplovee if he were working 
for vou? 

Mr. Rerp. We have had no information, I believe, on that. 

Mr. Wurrren. Whose job is it to get it? 

Mr. Retp. I have not seen the information in the record. 
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Mr. Wuirren. Whose job is it to get the information, then, Mr. 
Reid? Does somebody in the field have to file disciplinary action in 
order to reach you? 

Mr. Rerp. That information would come to us from PMA with a 
recommendation for action, as we had a recommendation for action 
on these other cases. 

After it had been ascertained later in 1950 that he had accepted 
these favors, of giving aid in getting the car, when cars were hard to 
get back m 1947, and getting an apartment when they were hard to get, 
PMA gave us a report on that. We reviewed the reports that PMA 
made, in which they said there did not seem to have been any money 
involved in the favors, that it had been just a favor extended to him 
by a man he had known prior to the tume he had come into PMA, and 
that since there was no money involved, it appeared to be an error of 
judgment. We reviewed the thing and went along with them and said 
we agree it was an error of judgment. It should not have been done 
It was technically wrong, but that no further penalty would be ap- 
plied, other than the 30 days that had been formerly applied. 

Mr. Wuarrren. If we go further, and the record shows that, not only 
did he make that mistake, but he followed it up by awarding the Lone 
Star Bag & Bagging Co. a contract when it was a high bidder by giving 
them information as to their competitor’s bids, by buying new bags 
when the regulation provided that used bags were sufficient, and it cost 
the Government considerable money, what would be your viewpoint 
on that? ¢ 

Mr. Rerp. I would not prejudge it. 

Mr. Wuirren. What has been your decision in similar cases that 
have been before you? 

Mr. Rerp. I do not know of a similar case. 1 do not think we have 
ever had a case of this kind. 

Mr. Wuirren. | am not talking about a duplicate case. | am 
talking about a case that is similar. 

Mr. Rem. I do not know of a case where we have ever had some- 
thing of this kind. 

Mr. Wurrren. You never have had in the history of the PMA or 
CCC any similar case? This is the only case that you know of? 

Mr. Rerp. I do not believe that we have had another case that has 
come up to us where a man has awarded the bid at a higher rate 

Mr. Warrren. You would not condone that kind of practice, would 
vou? 

Mr. Retro. No. 

Mr. Warren. That is a much worse case than where somebody is 
trying to get a car or an apartment and calls on everybody he knows 
to get it, without any promise of reward. This other one is a much 
worse case than just merely getting help to get a place to live or a car 
to drive. You agree with that? 

Mr. Rerp. Yes. The reason we went along with the error of judg- 
ment in 1947 was because people were having an awful time to get 
apartments, and were calling on friends to help them. 

Mir. Warrren. Tam just trving to find out what yvour judgment is, 
now, with these additional facts which vou say vou did not know about 
then, 

Mr. Rem. Mr. Chairman, if the PMA should submit: a recom- 
mendation for an action, which is based on further investigation of 





this case, to our office, then we would likely file charges against the 
man, and permit him to make a statement of his side of the case, 
before there would be any judgment made. 

Mr. ANDERSEN. What was the salary of this man in question when 
all of this took place? 

Mr. Rerp. This man at the time was a grade 13. That was about 
$7,600. 

Mr. ANprersEen. What is his grade now? 

Mr. Reip. I believe he is still a grade 13. 

Mr. ANDERSEN. He has not been demoted in any way as a conse- 
quence of this? 

Mr. Reip. No, sir. He lost a month’s salary, which would have 
been approximately $640. 

Mr. ANDERSEN. Now it seems to me that we have a very grave 
problem here to solve, and that is, whether we are going to permit the 
sanctity of letting contracts by bids to be handled as this particular man 
seems to have handled them. Personally, I have always been proud 
of the way the Department of Agriculture has managed to keep secret 
from the publie the coming reports along the line of production of 
various grain commodities. You people go to unusual pains, I think, 
to prevent any leaks, and rightly so, because it would aid people all 
over the Nation who might profit in gambling in those particular 
commodities. 

Here we have something that is a whole lot along the same line, to 
my way of thinking. 

Here this man—or these two men—tell in the first instance they 
informed the Lone Star Bag & Bagging Co. of the competitors’ bids, 
and having informed the Lone Star Bag & Bagging Co. of the bids of 
the competitors, they further aid the Lone Star Co. in lowering the 
bids they have already put in, even going so far as to giving the con- 
tract, in one instance, to the Lone Star Co. when it was evidently not 
the lowest responsible bidder. 

Now it seems to me that these people have violated all the rules in 
connection with the letting of contracts. Do you not think so, Mr. 
Reid? 

Mr. Rerp. They violated the rule of letting contracts, that is right. 

Mr. ANDERSEN. Why are they still on the payroll? That is what 
I cannot understand. This is your responsibility and Mr. Brannan’s 
responsibility. Those men should not be on the payroll of the Depart- 
ment of Agriculture. 

Mr. Rerp. Well, we judged the case, and it was decided that they 
would be suspended for 30 days. 

Mr. ANDERSEN. That is not enough, in my opinion, Mr. Reid. I 
do not believe you think so, either. 

I do think you ought to take steps, if the evidence is as stated here 
in this report, to get those men off the payroll, because they are no 
credit as far as the Department of Agriculture is concerned. 

Mr. Warrren. I would like to ask further, if Mr. Andersen will 
permit me, about this matter of letting Government contracts. It is 
a matter of regulation with the Department. Is it also a matter of 
law? 

Mr. Rerp. I cannot answer that. 

Mr. Hunter. The Commodity Credit Corporation may put con- 
tracts out on bid or they may negotiate them. 
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Mr. Wuirten. Is there anytbing in the statute that says how the 
bids should be handled, if they go out on bids? 

Mr. Hunter. I do not think so. 

Mr. Horan. Apparently these PMA officials were also involved in 
the general field of buying substandard bags. You say they had 
bought the wrong bags? 

Mr. Hunter. No; they had delivered the wrong bags. 

Mr. Horan. Well, you accepted the delivery? 

Mr. Hunter. Well, I do not think we had much choice about that. 

Mr. UNperHILL. The bags were bought for and delivered to the 
Army. 

Mr. Horan. We found that seven cases of substandard bags are 
involved, and the Government took delivery on 9,600,000 of such 
bags and that the loss to the Government was about $320,000, and 
since that time the Government has recovered about $63,468. | 
assume that this $10,000 is part of this recovery? 

Mr. Hunrer. Yes, it is part of the total recovery. 

Mr. Horan. Apparently this individual is involved in more than 
just finagling with the bids. He also was a party to the acceptance 
of the substandard bags. 

Mr. Unpreruiti. He bought them at Kansas City. They were 
delivered at Gulf ports, to the Army officials there. 

Mr. Horan. Let us follow that up further. The National Used 
Bag Dealers Association protested. Here is what our investigator 
says: 

* * * officials of the National Used Bag Dealers Association had twice 
visited PMA officials in the Dallas Commodity Office seeking to have criminal 
action taken against the Lone Star Bag & Bagging Co., one of the seven com- 
panies involved. On both occasions the Used Bag Dealers Association officials 
were referred to the Department in Washington. 

Now, who were the officials visited in the Dallas Commodity Office? 

Secretary BRANNAN. I would assume that 1t was the administrator 
of the office at that time. 

Mr. Horan. And Mr. Rausch and Mr. McCabe also were involved 
in bag contracts down there. Is it not reasonable to assume that 
the officials of the National Used Bag Dealers Association would 
visit those who were qualified to allow bag contracts? That is where 
L would go. 

Secretary Brannan. That is right, except in this case you would 
go to Kansas City. 

Mr. Horan. The record of our investigator shows they went to 
the Dallas Commodity Office and were twice referred, not to Kansas 
City, but to Washington, D. C. 

Secretary BRANNAN. That is as it should be, Mr. Horan, because, 
as a matter of fact, the case had been investigated and the file had 
heen referred to the Justice Department, as Judge Hunter has 
indicated. 

Mr. Horan. Then we go on to what we have been dealing with 
yesterday and today: 

An official investigation by the Office of Compliance and Investigation of 
PMA of the relations between the Lone Star Co. and Carl G. Rausch, Chief, 
Transportation Division, Kansas City PMA Commodity Office, and his assistant, 
Willard D. McCabe, revealed these irregularities in contract letting 
but also, and I go back to your statement, that one of the things he 
was guilty of was the purchase of improper bags. 








90 


Mr. Hunrer. The sellers of the bags delivered improper bags. 

Mr. Wurrren. It is hard to say they are improper. — I notice that 
our investigators find fault with the Department of Agriculture for 
buying improper bags, but apparently the Army did not send over 
any specifications as to what they wanted. Neither did the Depart- 
ment set up any specifications, but they were just buving “bags.” 
Is that the true picture? 

Mr. Grtsster. Mr. Somers can give vou some information on that. 

Mr. Somers. In the matter of specifications, ai the time these 
bags were bought in very large quantities that were needed for 
export shipments of grain to Europe by the Army, the bags were 
searce and hard to get in the quantities that were needed. The 
competitive situation in the bag industry was very keen. It is true, 
as my recollection of the case is, that the association did complain 
about the activities of this Lone Star Bag & Bagging Co. No doubt 
they had been watehing competitors, and, as vou would suspect 
among competing companies, and that complaint came to the 
Department, as I recollect it, through the Department of Justice, 
because the association had made some complaints to the Depart- 
ment of Justice about it, and they had relaved the complaints to us, 
and we had the case investigated. 

That is the way the case came to light. 

Now, as to the specifications of the bags, there was considerable 
controversy among the trade and among the bag association, as to 
What the specifications of a certain type of bag meant, and, as | 
recollect it, the trade was asked to assist in writing specifications for 
these contracts, that would be something that would be understood 
by all dealers. The trade was unable to be wholly helpful in that 
regard, 

I do not mean that they did not try— they tried. But the matter 
of writing specifications that would not be controversial, apparently, 
was difficult. 

Mr. Horan. If vou will let me interrupt there, | have a summary 
here of the Justice Department's reasons for saving this could not 
be prosecuted under the false claims statute. 

(1) Lack of inspection by the Commodity Credit Corporation. 

(2) Lack of use of precise standards by the Commodity Credit 
Corporation. 

(3) Lack of evidence from overseas that the bags were not adequate 
for the purpose intended. 

Mir. Somers. IT was addressing my remarks to the second one of 
those, the lack of precise standards. The point | was trving to make 
is that it was very difficult to write any specifications that would be 
wholly agreed upon, even amongst the trade. You could write any 
set of specifications and the trade would disagree as to what those 
specifications meant, because there was no standard terminology in 
the trade that the Department could rely upon and feel safe in relying 
upon it, 

Now, the other point, about not having inspection of the bags, as 
was brought out a minute ago, is that they were delivered to the 
Army and for the use of the Army, in Gulf ports, mostly, as | remem- 
ber, for shipment of wheat. The wheat was loaded aboard the ship 
in bulk and the bags were delivered aboard the ship in bales, to be 
used at destination, if necessary, in the unloading operations, and for 
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further use across the water. So those bags were not used at this 
end of the line; they were used by the Army at destination. 

For that reason we do not know what happened to the bags when 
they got across. Furthermore, the Army did not provide for inspee- 
tion of the bags when they took possession of them at United States 
ports. 

Mr. Horan. Do you know the list of particulars that was in the 
minds of the leaders of the National Used Bag Dealers Association 
when they protested? 

Mr. Somers. [It is my recollection that they were complaining that 
the bags that were delivered were substandard, that they were not up 
to the standard that the specifications called for. 

Mir. Horan. Now tf there were no specifications 

Mr. Somers. There were specifications, sir. But, as I tried to point 
out earlier, the specifications, as written, were not understood by 
everybody to mean the same thing. 

Mr. Horan. That is, the lack of precise specifications? 

Mir. Somers. Lack of precise standards. 

Mr. Horan. At least, Mr. Chairman, there are 9,600,000) bags 
involved in this deal, and part of them undoubtedly are a part of this 
regular contract allowed, between PMA and the Lone Star Bag & 
Bagging Co. 

Mr. Wairren. Who are the seven contractors that were involved 
in this bag business. Do you have their names? 

Mr. Hunrer. IT have the list here. 

Mir. Wairren. We shall be vlad to have that in the record 

Mr. Hunrer. ‘‘Lone Star Bag & Bagging Co...’ that ts the on 
we are talking about 

Mr. Horan. Do vou have the amount of bags involved in each of 
these contracts? 

Mr. Hunrer. | have the dollar figures here: 

Ben Levy, doing | ess as Island Citv Iron & Metal Co 


Mr. Wairren. Where are they domiciled? 

Mr. Hunrer. This memorandum does not state, but we mentioned 
that case in our letter to the Department of Justice on Lone Star 

S. V. August, doing business as Seattle Bag Co.  Messal Bag Co. California 
Bag Co 

Now, those five cases. including Lone Star, were all referred to the 
Department of Justice and they were all settled by the Department 
of Justice. 

Mr. Wairrren. T wish vou would place in the record, the location 
of these companies, the number of bags involved, and the amount of 
claim that the Government made, and what they were settled for 

The information referred to appears on pp. 83 and 84 

Mer. Hr nrer. There were two other Cases, William oJ}. Smith and 
Western States Bag Co Those two cases were not sent to the Depart- 
ment of Justice. They were settled in the Department on the same 
basis as the other cases which were referred to Justices 

Mr. Wiirren. You followed the same pattern that had been set up 


, ft 
ye 


1 Other five cases? 

Mir. Hunrer. Yes 

Mr. Horavax. You have already asked for the number of bags 
Mer. Henrer. I do not have that 
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Mr. Horan. Do you have the value of the transaction that was in 
controversy here? 

Mr. Hunrer. My memorandum states that this Island City Iron 
& Metal Co. was referred to the Department of Justice on July 13, 
1948. The Department was withholding $48,399. On one contract 
569,000 potato bags were delivered, and 20,295 bags smaller than 
specifications. The evidence indicated that at least 228,000 bags 
delivered on another contract were potato bags or otherwise below 
specifications, and showed that other bags were also probably below 
specifications, but the number of such bags could not be determined. 
Settlement was made for $9,547.50. 

I could go through on each one of these. This is a hurried memo- 
randum that was prepared. 

Mr. Wuarrren. We shall be glad to have what you have. 

Mr. Hunrer. Seattle Bag Co. These contracts were made through 
the Portland office. The claim was referred to the Department of 
Justice on October 5, 1948. Deliveries included 7,040,000 bags of 
different types. 

The Corporation was withholding $139,541.80. 

Mr. Horan. Could we have for the record the memorandum in 
detail that Mr. Hunter has supplied? 

Mr. Wuirren. § Yes. 

Mr. Hunvrer. I would like to check this over again if it is going to 
be in the record. 

Mr. Horan. Certainly, as far as [ am concerned. 

(The information requested may be found on p. 84.) 

Mr. Hunrer. The Corporation was withholding $130,541.80 and 
it says here that Mr. August was indebted for bags in the amount of 
approximately $91,000 and owed $60,000 borrowed to pay for other 
bags. He and a friend of his discussed the case with this office and 
administrative officials, and we requested the case be given immediate 
attention, 

The Department of Justice approved settlement for $20,000. 

Mr. Horan. That was settlement for $20,000. What was the 
amount the Department was withholding, which you read prior to 
that? 

Mr. Hunrer. That was what we were withholding against possible 
claims, $130,541.80. 

Mr. Horan. You settled for $20,000? 

Mr. Hunrer. Yes. But that gives a distorted picture. 

Mr. Horan. That is what I wanted to clear up. 

Mr. Hunrer. I do not think we stated in this memorandum just 
what our claim was. 

Mr. Horan. You stated what you were withholding. 

Mr. Hunrer. That is not the claim. 

Mr. Horan. Well, you were withholding it against a possible claim. 
That is quite a difference. 

Mr. Hunter, the $91,000 and the $60,000 would be $151,000, and 
we were withholding $130,541.80. 

The Messal Bag Co. These 11 bag contracts were made in Port- 
land. The case was sent to the Department of Justice, January 26, 
1950. Information could be obtained that deliveries of only 124,000 
bags were below specifications, although probably others were, also. 
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The claim amounted to $1,860, if damages were computed at $0.015 
as had been done in other bag cases, unless section 231 of title 31 was 
invoked. 

Settlement was made by the Department of Justice accepting 
$1,860. 

In the California Pag Co. case, contracts were also made in Portland 

The company was owned and operated by four brothers.  Deliy- 
eries included 125,250 bags below specifications, on which damages 
would amount to $1,878.75. The case was referred to the De part- 
ment of Justice on May 24, 1949. One of the partners, who signed 
the invoices, stated that certain of the bags were not intended for 
delivery to the corporation but were diverted because of the necessity 
of meeting delivery dates. He admitted preparing the invoices for 
the bags which were below specifications (S-ounce bags on 10-ounce 
contract) but asserted he believed the bags were good quality bags and 
suitable for the use intended. 

We were informed in December 1950 by our regional attorney 
that is the Office of the Solicitor—at Portland, that an offer to settle 
for $1,878.75 had been made and have inquired of the Department of 
Justice as to the status of the settlement, but received no information 

Wiliam J. Smith 

Mr. Horan. This is one of the two vou did not refer to the Depart- 
ment of Justice? 

Mr. Hunrer. Yes. That was settled by the Department on the 
same basis. The evidence appeared insufficient to show false claims, 
and was weaker than that in the cases already settled in Justice 
without double damages or $2,000 penalty. 

The invoices were unsigned and contained no certification as to the 
correctness or justification for the payments. No question was raised 
as to the quality of the bags, until a considerable time after deliveries 
were complete and the bags were used without inspection at the time. 
The question, if the claim were litigated, as to whether notice was 
given within a reasonable time, might well have been determined 
against the corporation. 

Western States Bag Co: This is the other case that was settled by 
the Department. 

Evidence in the case indicated that some bags on one contract were 
below specifications, and the invoices were not certified as correct 
We advised the vice president of the corporation on July 18, 1950, 
that criminal action could not be sustained on the facts available, and 
that Justice had asserted no false claims on any of the cases submitted, 
so that administrative settlement could be made. 

Mr. Horan. Now, Mr. Chairman, the question that I have not 
had answered to my satisfaction is why the National Used Bag 
Dealers Association, ‘apparently in possession of some of this knowl- 
edge, came down to the Dallas Commodity Office and asked that only 
one of these seven be prosecuted for criminal action. Now, that has 
not been answered. 

Secretary BRANNAN. Well, Mr. Horan, as far as we are concerned, 
the answer lies in the fact that we transmitted all of this material to 
the United States Attorney General and after carefully examining the 
entire record he reached the conclusion that he did not have a case, 
as I understand it. 

Now maybe the chairman, who was a very able prosecutor befor 
he came to the C ongress, could have found a case in that file I do 
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not know-——but as we were talking awhile ago, there is a division of 
responsibility, and we referred this case to the Attorney General 
to examine into its criminal implication, and he said there was not 
one. 

Mr. Horan. Is there any record, to your knowledge, of the discus- 
sion between Mr. MeNutt, apparently, and the Attorney General, and 
whoever was the attorney for the National Used Bag Dealers 
Association? 

Secretary Brannan. No. Those would be in the Attorney Gen- 
eral’s file, of course, not ours. 

Mr. Horan. Do vou know if any such record exists? 

Secretary Brannan. No, sir. This was long before I had top 
authority in the Department of Agriculture, if you recall, and when 
it was spoken of vesterday it was the first time I had ever heard of 
the case. 

I would like to point out two things that have come to my mind 
since that case has developed. 

Let us remember again what was happening in that period of time, 
in 1947. 

The great trouble between Pakistan and India was in process. 
The ability to get anvthing out of that part of the world, including 
jute, had not been corrected after the war. Bags were at a terrific 
premium, 

We were, at the same time, trying to ship greater quantities in 
bags than had ever been used in our history, because our Armed 
Forces had just finished blowing up everything that looked like a 
storehouse on the continent of Europe. Therefore we could not 
dump it in clevators, because there were none. The grain had to be 
handled off the boats in bags. The great demand came for bags 
because we were trying to transport food, 

In that light, because we had the responsibility for bringing the 
wheat to shipside, the Army also asked us to undertake the bag 
purchase program in order to get it inte transportable torm. We 
\ore not the leastwise interested in the bag business, and did not 
want to be init. It is not a traditional business of the Department 
of Agriculture and we tried to stay out of it. 

I would just like to read you a memorandum about that date regard- 
ing this Lone Star case. 

\ll bags were purchased for the Army and sold to the Army at cost plus the 
usual mark-up. The Army did not furnish specifications for the bags desired 
From time to time the Army was requested to take over the bag procurement, 
but would not do sc except for a short period on one oceasion, when it gave it right 
back to us. 

A communication addressed to Jesse P. Gilmer on April 9, 1948, by John P. 
Loomis, Deputy Food Administrator for Occupied Areas, Department of the 
(Army, reads as follows: 

“The problems encountered by CCC in the procurement of bags for grain ship- 
ments to occupied areas are fully appreciated. However, after careful considera- 
tion of your proposal that the procurement responsibility for such bags be trans- 
ferred to the Department of the Army, it is the conclusion of this office that such 
a transfer would be impractical.” 


You see, here we have gotten a long Ways away from this fellow who 
accepted gratuities to take a low bid. 

Mer. Horan. Apparently the Seattle Bag Co. was the major supplier 
of substandard bags here, but when the National Used Bag Dealers 
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Association protested to the Dallas office, they did not protest the 
Seattle Bag Co., they protested the Lone Star Co., that had done less 
than half as much business. I cannot understand why they would 
protest one unless there was a specific reason for it. What was that 
reason, Mr. Secretary? 

Secretary BRANNAN. I am sure nobody knows the answer to that 
one either, 5 years after the transaction. But let us remember this: 
Most of the grain moving to Europe at that time, not to Japan and 
these other areas, was going out of the Gulf and the Atlantic seaboard. 
Therefore it was the Dallas office and Kansas City office that were 
handling it. That was the place to protest it. 

Mr. Horan. I understand all that. I understand the need for 
wheat. I understand the need for bags. I think all of us around this 
table at one time or another were requested to assist, if we could, to 
see if we could not get raw materials to make bags out of. 

I remember the situation very well. But what I am trving to get 
at now is why the National Used Bag Dealers Association protested 
to the Dallas office and then our investigators moved from this used- 
bag controversy into the association between the Lone Star people, 
that the National Association had protested, and a connection between 
those two with those who were empowered at that time to make con- 
tracts in the name of the PMLA. 

Secretary Brannan. The only answer as to why the National Used 
sag Dealers Association went to Dallas, as against Kansas City, or 
as against any other place, will have to come from them, as far as we 
are concerned 

Mr. Horan. Am I correct in assuming that the Seattle bags went 
to Dallas for use in shipping out of the Gulf States? 

Secretary BRANNAN. I assume it did, though I’m not sure. 

Mir. Unperuiiyi. A lot of those bags moved out to the west coast. 

| would assume that most of the bags by the Seattle Bag Co. were 
used to ship wheat to Japan and the Far East. 

Mr. Horan. That is possible. 

Mr. Warrren. | think we should point out that this whole bag 
business and all the dealings in it had nothing to do with the price 
support program. In addition, as Mr. Horan pointed out, why 
wouldn’t legitimate bag dealers complain? You asked for bids, and 
all the legitimate bag people bid thinking that thev were bidding on 
a given tvpe of bag. If somebody else underbid them and came in 
and delivered something off standard, and w av below it, of course they 
could afford it because they were supplving a whole lot less for your 
money. So the legitimate people would have a just cause for com- 
plaint that you were letting a bid go to somebody else and the man 
that got the bid had substandard bags. Did you find this prior to 
the shipment of bags to Europe or prior to receiving the bags on the 
other end? 

Secretary Brannan. We did not find out they were substandard 
bags until thev were delivered to the place of loading. Then if thev 
did not hold the grain, we probably came to the conclusion awfully 
fast that they were substandard. 

Mr. Gretss_er. As I get it from this whole thing, it was a peculiar 
sort of operation. The Commodity Credit Corporation was agent for 
the Army. The Army did not even supply the Commodity Credit 
Corporation with specifications. Then when the Commodity Credit 
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Corporation did buy the bags they were delivered to the Army, and the 
record here shows that the Army at that point did not make any in- 
spection of the bags to see whether they came up to the specifications. 

Mr. Horan. That is true, but you must have had specifications of 
your own. You people were very familiar with the need for bags. 

Secretary Brannan. Let me interrupt you to say that the bag busi- 
ness that we have always done in the Department of Agric ulture, up 
uutil this great shortage came, was new bags. You bought all new bags 
and threw them aw ay or let them go, but here we were up against 
getting bags of any kind. 

Mr. Horan. Then they asked for used bags of any kind? 

Secretary BRaNNAN. We even experimented with paper. 

Mr. Horan. But you had certain specifications on that; you wanted 
them a certain size and weight and strength. Here are the Seattle 
people. They sold to the Government 4,305,950 S-ounce bags on a 
10-ounce contract; 700,400 potato bags (usually 8-ounces) on 10-ounce 
contracts; 839,100 smaller than specifications, on 10-ounce contract. 

Here is one that is good—1 ,022,350 potato bags on contracts exclud- 
ing them; 97,000 smaller than specifications on S8-ounce contract. 

Secretary BRANNAN. But you are aware now, are you not, that 
those bags were delivered to the Army? We could not even pass 
on the acceptability of them. 

Mr. Horan. 1 am not aware of that. That is an interesting 
statement. 

Mr. Getssuter. That is right. 

Mr. ANpersen. We are more interested, Mr. Brannan, in finding 
out any further connection between this Lone Star Co. and those 
gentlemen who are still working for the Department of Agriculture. 

Secretary BRANNAN. I will state right here and now if it is the feel- 
ing of this committee that we should reopen the employment status 
case of these two men and go into it from A to Z we will start 
tomorrow. 

Mr. AnprerseN. I certainly think so. 

Mr. Wuairren. I want to say that it is the attitude of the com- 
mittee, not only on this case, but the others, that the whole story 
should be gone into and proper action should be taken. 

If 1 understood Mr. Reid correctly, the real issue here never was 
called to his attention, that is accepting the bid of the high bidder 
and allowing Lone Star to obtain a contract by meeting competitors’ 
low bids. Those two things were not considered by him, and the 
only thing he had before him was the fact that they did permit one 
bidder to amend or change his bid after submitting it. 

It strikes me that these other things are more important here. 
And when you have men that have admitted doing that much, you 
wonder how much else they might have been involved in. 

In connection with Texas, we have other cases which we will go into 
shortly, where at least 15 employees had accepted gratuities and 
things of that sort. As you said a while ago, those things may 
happen, but then if you see it followed up by favoritism and by the 
type of things you have here, it makes one wonder whether it is more 
than just a gratuity. A gratuity means something for nothing, 
but it looks to me that in these cases it is far beyond gratuity. Like 
the pair of binoculars and other things, it was not a gratuity. It was 
a $5 item that served to make at least $12,500 for the giver. So I 
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would not call that a gratuity. It is a mighty fine investment from 
the standpoint of the man who gave the $5 item. 

Secretary BRANNAN. Nobody is defending that. 

Mr. ANDERSEN. I wonder, Mr. Secretary, if it was ever required of 
Mr. Rausch and Mr. McCabe to testify under oath as to their rela- 
tions with the Lone Star Bag & Bagging Co.? 

Secretary BRANNAN. I am sure they were interrogated at length in 
the report. Whether or not they signed the statement, I do not know. 

Mr. ANDERSEN. Was it a sworn statement? 

Mr. DuaGan. Signed statements. 

Mr. ANDERSEN. But not under oath? 

Mr. DuaGan. But not under oath. 

Mr. ANDERSEN. That makes all the difference in the world, and ] 
think those men should be asked to give affidavits, or whatever is 
necessary, under sworn testimony, as to the details of their connec- 
tion with the Lone Star people. Then if they are incorrect, or they 
lie, thes are subject LO perjury. 

I think, furthermore, we ought to follow up and look into then 
income-tax returns and their financial status, because there may be 
more here than shows on the surface. If not, we want that known 
and made public. 

Mr. Duaean. We have looked into their income-tax returns and 
bank accounts. They cooperated 100 percent, gave us access to the 
bank records, gave us letters of introduction to their bankers. We 
went into their living expenses, places where they live, the rental that 
was paid.. All of that is in the report. 

Mr. Horan. You have obviously done some work. I wonder if 
you have everything we want by now? 

Mr. Duaean. I have something here. It will not be a complete 
Statement. 

| would like a little more time to analyze it, perhaps tonight. 

Mr. Horan. That would be all right with me. 

Mr. Brecuenser. There are various specifications involved, and 
you would have to have time to compute that. 

Mr. Wairren. Rather than change it, I would rather you put the 
two in the record as you have them, and let the committee do its own 
computing. 

Mr. Duaaan. Here is the material as it appears in the report in 
concise form. This is practically a conclusion at this point. 

Examination of this summary of bids shows that the Lone Star was not the 
low bidder on all bags. It is noted that the bid of L. J. Wheeler, Galveston, Tex 
and the bid of Island City Iron & Metal Co., Galveston, Tex., are lower than the 
id shown for Lone Star. 

It is further noted that the acceptance of L. J. Wheeler’s bid for second-hand 
bags would have saved the Government in excess of $50,000. 

Rausch, on page 8 of his statement, exhibit 4, states he notes that either the 
bid of L. J. Wheeler or the bid of Ben Levy, Island City Iron & Metal Co., would 
have been lower for the second-hand bags than the bid submitted by Lone Star. 

He states further that he notes his specific attention was called to the bids of 
Lone Star, L. J. Wheeler, and Island City Iron & Metal Co., and he cannot state 


why he overlooked the two bids which were lower than the bid submitted by 


Lone Star. 


[ would like to analyze that material tonight, looking at exhibits 


and working out some computations, and submit a statement on it in 


the morning. 
Mr. Wurrren. We shall be glad to have you do so. 
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Mr. AnpersEN. At this point, I have one short question: 

There is no argument but what L. J. Wheeler and the Island City 
Iron & Metal Co. were responsible bidders? 

Mr. DvuaGan. As far as I know, that is right; ves, sir. 

Mr. Wuirtren. We shall be glad to have you study the file. We 
also would like you to have the file made available for such other 
work as the committee would wish to do on it. 

Mr. Duaean. All right. 

Mr. Anprersen. I would like to emphasize at this point the fact 
that you brought out, that this latter construction relates to some- 
thing quite far afield from the operation of the Commodity Credit 
Corporation. There is no way that it can be construed as reflecting 
on the support program because, after all, it is one of these tentacles 
sticking way out into the vast operations over which the Commodity 
Credit Corporation in all probability had no influence whatsoever. 


DALLAS PMA COMMODITY OFFICE 


Mr. Wuirren. Passing on from this—and we may refer to it when 
we have had a chance to study this report—we go on to the accep- 
tance of the gratuities and bribes at the Dallas office. Our in- 
vestigator pointed out that: 


In the Dallas PMA Commodity Office alone an investigation revealed that 15 
employees had accepted gratuities from firms doing business with that office. 
Gifts ranged from boxes of fruit and shrimp, raincoats, Stetson hats, and Mexican 
belts with sterling silver buckles to $100 gift certificates and trips to expensive 
dude ranches and fishing resorts, for emplovees and their families. 

Upon the completion of the investigation into this matter by the PMA Office of 
Compliance and Investigation, a report was submitted to the proper PMA ad- 
ministrative officials for action. No record could be located of any disciplinary 
action having been taken against these individuals, although approximately 1 
year has elapsed since the submission of the report. Also, it appears that these 
cases were not referred to the USDA Departmental Personnel Office as required 
by departmental regulations. 

Now, did the Department make an investigation of these matters 
in the Dallas office? 

Secretary BRANNAN. They certainly did. 

Mr. Wurrren. Did they find this evidence, that at least 15 em- 
plovees had accepted those so-called gratuities? 

Secretary BRANNAN. That material is based on the evidence that 
we found. 

Mr. Wurrren. So vou do have this information. Is this the office 
where we have this long list of shortages and defaleations? 

Secretary BRANNAN. That is correct. 

Mr. Wurrren. In the Dallas office it is reported that admitted or 
known conversion cases were listed as 

Shannon Elevator, Sudan, Tex., where the shortage was estimated as wheat, 
$99,280; grain sorghums, S769,881; making a grand total of $869,161. 

ki. & S. Bonded Warehouse, San Antonio, Tex., where the shortage was esti- 
mated to be $153,603 in grain sorghums. 

Henderson Grain & Storage, Farwell, Tex., where the shortage was estimated 
as $363,672 for wheat and $388,118 for grain sorghums, making a total of $751,790 

Plains Grain & Storage, Pantex (St. Francis), Tex., where the shortage was 
estimated at $190,905 for wheat and $200,462 for grain sorghums, making a total 
of $391,367. 

Hollenstein Bros. Elevator, Umbarger, Tex., where the shortage was estimated 
at S69.056 for wheat. 
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H. J. Hughes Grain Co., Panhandle, Tex., where the shortage was estimated 
at $6,975 for wheat. 

Everetts Grain Co., Vega, Tex., where the shortage was estimated at $243.053 
in wheat. 

Now, with those admitted conversion cases coming out of the 
Dallas office and your own investigator showing that at least 15 of 
the emplovees there have accepted these gratuities, would the ques- 
tion arise In your mind as to whether they really were gratuities on 
whether there was some relationship between what was permitted to 
happen in that office and out in the field with regard to these ware- 
housemen and the passing of these gifts? 

Secretary BRANNAN. In a very remote sense, Mr. Chairmat 
There is no evidence whatsoever developed by our owt! 


rown invest LLO 
nor developed by any of the other investigations of the erain conver- 
sion cases, that any one of the people named in the invest 
whose nebes Vou have just read, the corporations or partnerships o7 
whatever they are, cave anvthing to anvbody in tha Dallas off 
The gratuities, so called, which eame to the people in the Dallas 


office came principally from terminal warehouse operators and trans 
portation people who were following the normal practices of th 


to secure pr‘ ferential advantages to business 

Mr. Wi r'TEN Being abl »fo get SSO9.16] worth of oral converted 
to your use is some kind of preference 

Secretary Brannan. Mr. Chairman, I am saving the people who 
gave the gifts were terminal warehouse people in the Dallas area and 
did not melude any of the people whose names vou just read, or te 
which vou have attributed the sums of Money in thee conversiol 
CASeS, 

As far as our record is concerned, there is no relationship betwee 
the acceptance of these oratuities and the defaleations 

Mr. ANDERSEN. Will you define “conversion” as you use it here’ 

Secretary BRANNAN. I think that is a very proper question, Mh 
Congressman 
if in a legal sense, but the term, as we 
have been using it, simply describes this kind of situation 

An elevator company or a erain-storage company accepted eran 


We are certainly not usin: 


y 


from the Federal Government for storage, along with grains of private 
individuals in the area. 

When the erain was called for under the warehouse receipts, he 
was unable to deliver it; or, upon going into his warehouse, we dis- 
covered that he had outstanding warehouse receipts of a larger sum 
than he had grain in his bins. 

As a matter of fact, the Government having, bv law, a preferential 
claim in the event of insolvency, there is considerable reason to believe 
that these estimates, in terms of ultimate loss, are very, very small. 

Mr. ANDERSEN. Does that mean that these firms had sold grains 
that did not belong to them? 

Secretary Brannan. That is exactly what they did, which under 
the Texas law, apparently is not a crime. I think that is right, but 
I do not want to be talking too much. In other words, if they were 
ready, as I understand the law, Judge Hunter—and vou can correct 
me immediately—if they were prepared to deliver a like quantity of 
grain immediately, quantity and quality of grain, the fact that they 
had not kept that grain in their own warehouse was not a violation 
under the law, but it was certatuly a violation of our contract. 
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There is no argument but what L. J. Wheeler and the Island City 
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Mr. Anprersen. I would like to emphasize at this point the fact 
that you brought out, that this latter construction relates to some- 
thing quite far afield from the operation of the Commodity Credit 
Corporation. There is no way that it can be construed as reflecting 
on the support program because, after all, it is one of these tentacles 
sticking way out into the vast operations over which the Commodity 
Credit Corporation in all probability had no influence whatsoever. 


DALLAS PMA COMMODITY OFFICE 


Mr. Wuirren. Passing on from this—and we may refer to it when 
we have had a chance to study this report—we go on to the accep- 
tance of the gratuities and bribes at the Dallas office. Our in- 
vestigator pointed out that: 


In the Dallas PMA Commodity Office alone an investigation revealed that 15 
employees had accepted gratuities from firms doing business with that office. 
Gifts ranged from boxes of fruit and shrimp, raincoats, Stetson hats, and Mexican 
belts with sterling silver buckles to $100 gift certificates and trips to expensive 
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year has elapsed since the submission of the report. Also, it appears that these 
cases were not referred to the USDA Departmental Personnel Office as required 
by departmental regulations. 

Now, did the Department make an investigation of these matters 
in the Dallas office? 

Secretary Brannan. They certainly did. 

Mr. Wurrrren. Did they find this evidence, that at least 15 em- 
plovees had accepted those so-called gratuities? 

Secretary Brannan. That material is based on the evidence that 
we found. 

Mr. Warren. So you do have this information. Is this the office 
where we have this long list of shortages and defalcations? 

Secretary BRANNAN. That is correct. 

Mr. Wurrren. In the Dallas office it is reported that admitted or 
known conversion cases were listed as 

Shannon Elevator, Sudan, Tex., where the shortage was estimated as wheat, 
$99,280; grain sorghums, $769,881; making a grand total of $869,161. 

IK. & S. Bonded Warehouse, San Antonio, Tex., where the shortage was esti- 
mated to be $153,603 in grain sorghums. 

Henderson Grain & Storage, Farwell, Tex., where the shortage was estimated 
as $363,672 for wheat and $388,118 for grain sorghums, making a total of $751,790. 

Plains Grain & Storage, Pantex (St. Franeis), Tex., where the shortage was 
estimated at $190,905 for wheat and $200,462 for grain sorghums, making a total 
of $391,367. 

Hollenstein Bros. Elevator, Umbarger, Tex., where the shortage was estimated 
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H. J. Hughes Grain Co., Panhandle, Tex., where the shortage was estimated 
at $6,975 for wheat. 

Everetts Grain Co., Vega, Tex., where the shortage was estimated at $243,053 
in wheat. 

Now, with those admitted conversion cases coming out of the 
Dallas office and your own investigator showing that at least 15 of 
the emplovees there have accepted these gratuities, would the ques- 
tion arise in your mind as to whether they really were gratuities o1 
whether there was some relationship between what was permitted to 
happen in that office and out in the field with regard to these ware- 
housemen and the passing of these gifts? 





Secretary Brannan. In a very remote sense, Mr hairm 
There is no evidence whatsoever developed by our own Investigator 
nor developed by any of the other investigations of the grain conver 
sion cases, that anv one of the people named in the investigation 


whose names vou have just read, the corporations or partnerships o1 
t 
{ 


whatever they are, gave anvthing to anvbody in the Dallas offi 
The cratuities, sO called, which came to the people in thre Dallas 
office came principally from terminal warehouse operators and trans- 


portation people who were following the normal practices of the trad 
to secure preferential advantages to business 

Mr. Warrren. Be ing able to vet $869,161 worth of grain converted 
to your use is some kind of preference. 

Secretary BRANNAN. Mr. Chairman, I am saving the people who 
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rave the oeifts were terminal warehouse people in the Dallas area and 


did not melude any of the people whose names vou just read, or to 
which you have attributed the sums of money in the conversior 
Cases. 

As far as our record is coneerned, there is no 1 lationship betwee! 
the acceptance of these gratuities and the defaleations 

Mr. ANDERSEN. Will vou define “conversion” as you use it here 

Secretary BRANNAN. I think that is a very proper question, Mr, 
Congressman 

We are certainly not using it in a legal sense, but the term, as we 
have been using it simply describes this kind of situation 

An elevator company or a erain-storage company accepted eran 
from the Federal Government for storage, along with grains of private 
individuals in the area. 

When the grain was called for under the warehouse receipts, he 
was unable to deliver it; or, upon going into his warehouse, we dis- 
covered that he had outstanding warehouse receipts of a larger sum 
than he had grain in his bins. 

As a matter of fact, the Government having, bv law, a preferential 
claim in the event of insolveney, there is considerable reason to believe 
that these estimates, in terms of ultimate loss, are very, very small. 

Mr. ANpreRSEN. Does that mean that these firms had sold grains 
that did not belong to them? 

Secretary Brannan. That is exactly what they did, which under 
the Texas law, apparently is not a crime. I think that is right, but 
I do not want to be talking too much. In other words, if they were 
ready, as I understand the law, Judge Hunter—and vou can correct 
me immediately—if they were prepared to deliver a like quantity of 
grain immediately, quantity and quality of grain, the fact that they 
had not kept that grain in their own warehouse was not a violation 
under the law, but 1t was certalaly a violation of our contract. 
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Mr. Horan. Then the word “conversion” is not strictly applicable 
in Texas? 

Secretary Brannan. The legal term ‘‘conversion’’—I mean conver- 
sion in a criminal sense—no. Conversion in the broad, academic 
sense of the term; it was. 

Mr. Horan. Generally he is supposed to maintain stocks to balance 
his warehouse receipts? 

Secretary BRANNAN. He is supposed to have them in control some 
place, and sometimes he does not. He may have had grains in his 
bins and he himself possessed warehouse receipts on X warehouse. 
If he did, he was in good shape because if we called for the grain he 
would say, “All right; ship it out of X warehouse.”’ 

Now, I do most respectfully say to you, Mr, Chairman, that, while 
there is this question of gratuities in the Dallas office—and it happens 
that the so-called conversions which have been so much in the public 
press lately occurred in the area over which the Dallas office has 
supervision—to the best of my knowledge there is no connection 
between the defalcations of these people and the acceptance of gratui- 
ties. There is no evidence that any person named in any of these 
reports in connection with having defaulted on their grain storage 
contracts ever gave anything of any nature whatsoever to the em- 
plovees in the Dallas office. 

The employees in the Dallas office got the gratuities from trans- 

portation and terminal warehouse and wharfing companies and other 
kinds of enterprises. 
* Let me add just one other extremely significant question, also. I 
said a moment ago that there was competition for the business. But 
under the uniform grain storage agreement and under the tariff laws 
of this country it does not make any difference if you ship your car of 
coal from Washington to New York on the B. & O. or the Pennsyl- 
vania. And under our uniform grain storage agreement it does not 
tost the Government one cent more to store it in X warehouse than 
it does in Y warehouse if they are all reachable at the same railroad 
rate. 

Therefore, what was taking place in the Dallas area was a competi- 
tion for the business, but the preference cost the Government no 
money. 

Mr. AnpreRSEN. Before we leave this question of gratuities, have 
you, Mr. Brannan, issued any stringent regulations to employees of 
PMA concerning the acceptance of these gratuities? 

Secretary Brannan. We have issued the instructions two or three 
times; and the last time, which was about a vear ago, we have the 
instruction bearing the names of the individuals indies ating that they 
had seen and read it. 

Mr. Wuirren. Now, all of this sounds good, and I know that you 
speak from the knowledge you have, Mr. Brannan. I am _ just 
wondering how thorough a study was made. For the use of the com- 
mittee I think we should have the list here of gratuities, who received 
them and who gave them. 

Now, as you say, this preference of one warehouse over another may 
not have cost the Government anything. But if somebody preferred 
the Shannon Elevator in Texas and somebody preferred them over 
some other elevator—apparently there is a $869,000 estimated short- 
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age there. Do they have a preference insofar as elevators are 
concerned? 

Secretary Brannan. But, Mr. Chairman, after very careful investi- 
gation by at least three sets of investigators there is not a single bit 
of evidence that these people, Shannon or E. & 8., gave anybody in 
the Dallas office any money. These people are away out in the 
country. The people who dealt with the Dallas office for gratuities 
are people who work with them every day. 

Mr. Wuirren. We are trving to be fair. We all want to be fair. 
[ am glad to know you investigated this situation. We probably 
should point out again that the type of contract vou had in these 
areas permitted the warehouse to commingle your grain with the 
grain they already had. And they could issue warehouse receipts 
against the grain which was on hand; and, as you stated, in these 
cases thev had warehouse receipts outstanding far bevond the amount 
of grain they had on hand. Further, the grain that was on hand was 
not only insufficient to meet the warehouse receipts that were out- 
standing, but they had an insufficient amount of grain on hand 
live up to the contracts which you had with them. Is that correct? 

Secretary Brannan. As a first impression that could be correct, 
but until we know all of the facts, until we have been able to audit 
the books, until we know who are the competitors for the grain, if any, 
that are in those warehouses, none of these figures are worth too much. 

Mr. Horan. Mr. Chairman, section 7 of the uniform grain storage 
agreement outlines what vou have just outlined but uses the term “at 
all times,” which would mean that in most of the Nation the ware- 
houseman is not allowed to convert with the idea of diverting from 
X or Y warehouse to fill the terms of this agreement, which he appar- 
ently had entered into with Commodity Credit Corporation, in which 
he said ‘‘at all times’? he would be able to substitute that lot of wheat 
which he might have sold. 

Secretary Brannan. Understand, I want to represent to the com- 
mittee that, as far as the grain storage agreement is concerned, these 
fellows have violated it in very serious ways. In addition to not just 
having the grain in their own possession at all times which they 
were obligated to do under the grain storage agreement, they did a 
little worse than that. They divested themselves of the grain and 
kept on sending us a storage bill for it. 

Mr. Anprersen. Is not that subject to criminal prosecution? 

Secretary BRANNAN. [ think so 

Mr. Wurrren. In connection with these cases, whi 

t had a chance to fully cheek and you do not have a complete report 
ona thorough check on how short they are, is it true that ina null ee 
of these cases they have sent bills to the Government for storage of 
vrain that they did not have in the warehouse and collected that 
money? 

Secretary BRANNAN. That is right. 

Mr. Wuirren. Are all of these cases cvoing to be reported as soon 
as possible to the Criminal Division of the Department of Justice 
for decision as to whether this is a violation of the criminal law? 

Secretary BRANNAN. Some of these cases have already been 
liquidated. I mean, the cases have been settled, and the matter is in 
the hands of the United States district attorney. Some of these cases 
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as shown by this report are in bankruptcy or receivership. Fo: 
example, the Shannon case is in receivership. It went there on 
November 16, 1951. 

Mr. Wuirren. Give us a report on each of those cases as to thi 
present status of your investigation, the civil responsibility involved 
any action you may have taken in connection with the civil liability 
and any action that has been taken by the criminal courts or any action 
you have taken as far as referring the matter to the criminal courts. 

(The information is as follows:) 
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Mir. Wuirren. Who discovered these cases? 

secretary BRANNAN. We discovered these eases, Mr. Chairman 
I think, if you would permit, at this point I would like to have Mi 
Harrill discuss the circumstances under which we did discover them 
Would vou mind telling us? 

Mr. Harrinu. Yes, sir. We have an internal auditor stationed 
the Dallas PMA office for the purpose of performing a so-called con- 
tinuous internal audit. We usually audit each of the accounts in the 
oflice one time per year or maybe more than one time. At this time 
we were auditing both grain and inventory accounts. And during 
that we go into all phases of the activities. We went into the ope 
loading out order file for this particular office. We found 26 orde1 
that appeared to be a little too old to satisfy us. So that was a cue to 
an auditor to go further. 

It also reflected on the value of the warehouse receipts involved 
connection with the particular warehouses. We decided to take 
test of about 20 or 30 warehouses to find out just whether or not the 
warehouse receipts were good. 

We took part of these warehouses involved in connection with 
loading out orders and gave part of them to the Office of Compliance 
and Investigation. We made a physical verification and a visual 
inspection of about 35 warehouses in our sample. 

In that sample, we found enough that appeared to be short to 
justify a recommendation to the Administrator’s office for a complet: 


physical verification of all of the other warehouses in the Texas area 
not coming under the Federal Warehousing Act. 
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We have finished our physical verification of about 140 warehouses 
and elevators. We got over into one of the States where they have 
approximately 140 warehouses not under the Federal Warehousing 
Act. We did about 25 percent of those and satisfied ourselves that 
the Warehousing Act in that particular State, plus our findings, con- 
vineed us that we should not go any further at this time. Maybe later 
on it will be decided by someone that we should take all of them in 
that particular State, but we do not feel that we should take all in this 
particular State. 

Mr. Wurrren. With respect to this particular State you are talking 
about, is that because so little showed up as to the amount of expense? 

Mr. Harrity. Because of the fact that so little showed up and then 
we made a little study of the enforcement of the State Warehousing 
Act in that particular State. and we do not feel that we should spend 
too much time and money in there at this time. We are more or less 
concentrating over the State of Texas. 

Gentlemen, that is the way we ran into this. It was through a 
regular audit of our PMA commodity office. 

Mr. Horan. That was in the State of Texas? 

Mr. Harriti. This PMA commodity office covers about six or 
seven States. 

Mr. Horan. Out of the Dallas office? 

Mr. Harrity. Yes, sir. 

Mr. Horan. There are 380 grain warehouses in that area that have 
uniform contracts with you. 

Mr. Harrity. I do not recall the figures offhand. You mean under 
the Federal Warehousing Act or uniform storage agreements? 

Mr. Horan. No; the uniform storage agreements. 

Mr. Harrity. I do not recall the number. 

Mr. Wuirren. Is the report accurate, then? It states: 


In the first 136 elevators audited, shortages were found to exist in 51 elevators, 


or better than 37 percent of the elevators examined. Of the 51 shortages dis- 
closed, the Dallas PMA Commodity Office classifies 8 cases as admitted or known 
conversion cases, 14 as “undetermined” cases, and the remaining 29 as “simple 


shortages.’ 


What do you mean by “simple shortages’? Can it be a simple 
shortage when a man contracts to keep on hand so much grain and 
does not have it but is charging you storage for it? 

Secretary BRANNAN. It shrinks. That is very common in the trade. 


King place. 


He has to make it up, but nevertheless there is a shrinkage tak 

Mr. Warrren. It is also known in the trade as to what real shrink- 
age is and what shrinkage might be helped by some individual. 

Secretary BRANNAN. That is correct. 

Mr. Wureren. There is clearly a limit to what shrinkage may be. 

Mr. ANpERSEN. Or by carelessness in not properly unloading the 
cars. 

Mr. Wurrren. I can see that some slight variation may occur. 

Mr. Harrinyi. It depends on the location of the elevator, too. I 
understand that if it is close to the railroad vard, it packs down more. 
We make a measurement, but it is not possible to make it 100-percent 
accurate. 

Mr. Grtsster. Actually in cases like that it may weigh out right 
even if it does not measure out right. 
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Mr. Harriti. That is right. We also have to take these inven 
tories in flat storage. Of course, that is difficult to compute at times 

Mr. Wuirren. Is that the classification of the number of case: 
borne out by your own records in which shortages now appear in th 
San Angelo Wool Co., San Angelo, Tex.; Lemon Grain Co., Booke: 
Tex.; Gray County Wheat Growers, Pampa, Tex.; Barnett Elevato 
Co., White Deer, Tex.; Rock Island Grain Co., Fort Worth, Tex 
and a whole list of cases in which there are shortages? 

Mr. Harriii. Will you turn to page 5 of that report? Just aboy 
the head at the bottom, ‘Shortage findings disclosed by PMA-CC¢ 
records,” you will notice that the audits and subsequent investiga 
tions by the PMA compliance investigation office disclosed numerou 
and serious irregularities. Then he says: 

A review of their findings has been made, and there follows a tabulation of known 
shortages as of December 21, 1951. 

[ assume he took these from the records of the Office of Audit, and 
the Office of Compliance and Investigation. 

Mr. Wurrren. I asked you if that was a correct designation 

Mr. Harriny. I have not checked it. 

Mr. Horan. As we understand, Mr. Chairman, these are fron 
your records? 

Mr. Harritu. That is right. 

Secretary Brannan. Almost verbatim. 

Mr. Horan. We understand that. 

Mr. Wuarrren. We understand this report comes from your records 
but I want to know if the report is accurate and what you are doing 
to determine whether it is an actual conversion or a case of shrinkage 
or something of that sort. 

Mr. Harnritu. I assume the figures are accurate. We have not 
checked them vet, but we will do that. 

Mr. Wurrren. Now I would like to go into the separate cases ol! 
known conversion and their present status. 

Secretary BRANNAN. You are aware that even in the report on thi 
very last page there is the statement as to the fact that they are in 
court. 

Mr. Wuirren. We would like the record to show what the facts 
are, rather than what the report says, if we might. 

Mr. Harriti. The Comptroller General himself in his transmitta! 
states that he understands these cases are now being handled through 
the proper channels. 

Mr. Wuirren. He may say it. IJ want to know what you say. 

Mr. Harritu. I will give that. 

Mr. Dean. Suppose I give you the commodities involved, the total! 
value, the amount of the bond, and what action we have taken. 

Mr. Wuirren. You do that, and will you indicate how you dis- 
covered them, and things of that sort for the record? 

Mr. Dean. Fine. 

Secretary Brannan. I think it is proper to say that all of these 
were discovered in the manner in which Mr. Harrill just described it; 
is that not correct? 

Mr. Harritu. I think there were one or two that came to the 
attention of the investigators prior to the time when we went into 
bulk grains. 
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Secretary BRANNAN. That was the bean case? 

Mr. Harrityi. That was one of them. 

Secretary Brannan. We are now talking about the Dallas grain 
cases, and they were all discovered in the manner you described. 

Mr. Dean. In the Shannon case, civil suit has been filed and re- 
ceivership appointed with the civil aspect to come before the grand 
jury in Fort Worth in March where it is criminal. 

In the second case, E. & 5S. Bonded Warehouse, San Antonio, Tex., 
the commodity is grain sorghum, value $154,000, amount of bond 
$10,000. ‘The question of receivership is expected to be heard by the 
referee in bankruptcy. The case has been turned over to the United 
States attorney for action. 

Mr. Wuirren. I would like to ask this in connection with bank- 
ruptev: Is the Government’s claim there like other Government 
claims that come against other creditors? 

Secretary BRANNAN. It is a preferred claim, Mr. Chairman. 

Excuse me, I should not be answering that. Judge, is that right? 

Mr. Hunrer. That is right. 

Mr. Dean. Henderson Grain & Storage, Farwell, Tex.: Commod 
ity, Wheat; approximate value, $360,000; grain sorghum, approximate 
value $380,000; receivership and complete audit now in progress. 
Criminal action is expected before the grand jury in Fort Worth iu 
March. 

Hollenstein Bros. Elevator, Umbarger, Tex.: Commodity, wheat; 
value, $70,000; amount of bond, $12,500; investigation indicates that 
the company has sufficient assets to cover shortage. Civil claim may 
be filed, and a settlement conference has been scheduled in January 
of this year. 

H. J. Hughes Grain Co., Panhandle, Tex.: Commodity, wheat; 
value, $7,000; bond, $26,000. 

Secretary BRANNAN. We are not going to lose anything on that one. 

Mr. Dean. Investigation at this time has not been completed. 

Everetts Grain Co., Vega Tex.: Commodity, wheat; value, $243,- 
000; amount of bond, $16,000; warehouseman has requested confer- 
ence to propose a settlement. Investigation was just completed on 
January 9, 1952. 

Mr. Wuirren. Does that cover the cases that the Comptroller 
had in his preliminary report, and as are shown by your record? 

Secretary BRANNAN. Except the Meekins Warehouse. 

Mr. Dean. Meekins Warehouse & Storage Co., Corpus Christi, 
crain sorghum, value $120,000, amount of bond $80,000, criminal 
action is under consideration. 

Secretary BRANNAN. Is that Meekins? 

Mr. Dean. Yes. 

Secretary Brannan. May I add to that that the company has 
repaid the sum of $126,107.12 to cover the shortage. ‘The tonnage 
substitution and the other charges are yet to be determined, and 
we have a bond of $79,900 outstanding on that one yet. 

Mr. Wuitren. Now, do I understand your earlier statement cor- 
rectly regarding the Texas law in that as long as the warehouseman 
has the grain he does not have to have it in the warehouse that has 
issued the certificate? 

Secretary Brannan. I better let the judge discuss that in more 
technical terms. 
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Mr. Hunrer. It is true in some States including the Dakotas and 
Texas, that under the State law the conversion does not take plac 
until there is a failure to satisfy the warehouse receipts on demand 
made by the holder. The Commodity Credit Corporation’s charte: 
however, makes it a crime to convert property owned by or mortgage 
or pledged to CCC and I think that would take precede nee over th 
State law. It is a little embarrassing when we get into a State lik 
the Dakotas, and find the State laws one way and Federal law anoth 
way. 

Mr. Warrren. In other words, you run into a situation where as 
long as a man is doing what he is accustomed to under his own State 
law, he is doing right. 

Mr. Hunrer. The State and Federal law are not the same. 

Mr. Wuirren. But you do have a firm contract that they shall keep 
a specified quantity on hand at all times. 

Mr. Hunter. That is a contractual obligation. 

Mr. Wuirren. And in addition to that, certainly there could bi 
no storage charge for that which he did not have on hand, and which 
he did not store. Certainly there could be no confliet there in the 
Texas law. The chances are you could not be charged for storage 
for something you were not storing. 

You are presenting this to the Federal courts or have done so as you 
have demonstrated here. 

Secretary BRANNAN. Yes. 


MINNEAPOLIS PMA COMMODITY OFFICE 


Mr. Wuirren. There are a number of other cases. I want to get 
back later to the influence that entered into this. 

First there were 13 elevators located in the area served by the 
Minneapolis Commodity office that converted approximately 30,000 
bushels of Commodity Credit’s own flaxseed valued at approximately 
$150,000 to their own use. According to our information, at the con 
clusion of an investigation the uniform grain storage agreements wer 
suspended against all of the 183 confessed converters, and the cases 
were reported to the Department in Washington with the recommenda- 
tion that criminal and civil action be initiated. 

The report to us, however, is that no action has been taken and all 
that has been done is that the profits from the conversion were restored 
to the Government and PMA went right back and executed new uni 
form grain storage agreements with the same operators. 

! would like to know the names of those operators and what th: 
facts are so far as you know them. 

Mr. Hunvrer. I would like to say all of the 13 cases were referred 
our office. 

Mr. Warrren. Could you give us a list of the names for the record? 

Mr. Hunvrer. Bottineau Elevator Co., DeWerd Milling Co. 

Mr. ANpERSEN. What are their addresses? 

Mr. Hunrer. The third one is the Farmers Cooperative Klevator. 
Mr. ANprerseN. These so far are North Dakota elevators if I 
member right. I do not recognize the names being from South 

Dakota. 
Mr. Hunrer. North Dakota, South Dakota, and Minnesota. 
Mr. ANpERSEN. Which one is Minnesota? 
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Mr. Hunrer. I do not have the addresses. 

Mr. ANprERSEN. I want it understood that most of these are not 
Minnesota elevators. 

Mr. Wuirten. I tried to show that it is in the area of the Min- 
neapolis Commodity office. 

Mr. AnperseN. That is right. Just like the Wisconsin case. 
Unfortunately that was attached to the Minneapolis office. 

Mr. Hunter. Lester Hansen Elevator, Home Grain Co., Inter- 
lake Mill & Elevator Co., L. L. Johnson Elevator, Pacific Grain Co., 
Riebe & Riebe Grain Co., Roslyn Klevator Co., Tower City Grain 
Co., Victoria Elevator Co., Wendell Grain Co. 

Mr. Anpersen. The latter is the only one that I recognize as 
being in Minnesota. 

Mr. Wuirren. I would like for the record to show the location of 
those elevators, that is, the physical location, and the amount of 
grain that thev were charged with converting and what the outcom: 
was, how much they returned in the way of profits to the Government. 
We would like for all that to be in the record, 

The information was not supplied in time for printing and may 
be found in the appendix at the end of the printed hearing.) 

Mr. Wuirren. Is this a case of a trial and conviction, or a case of 
filing suit for the amount of profits? How did you arrive at the 
profits, and what is the basis for the settlement? 

Mr. Hunter. As I sav, these cases were all referred to our office. 
Settlements were made in each of the cases. And a very ood settle- 
ment; more, I think, than we could recover in any civil action against 
them. 

Mr. Wairren. Do you feel that was because they figured if they 
settled with vou moneywise, and made you happy, everybody might 
forget the criminal end of it?) You know, in practicing law you heat 
of those cases. I have never heard anyone admit to one, but I have 
heard of them. 

Mr. Hunter. I might ask you whether in these States of North 
Dakota and South Dakota, where they have this peculiar law, and 
where full settlement has been made, where so many people are 
involved right in the same community, whether you think there is a 
chance of convicting a single one of them. 

Mr. Wurrren. You know one time I had a man ask me when IT was 
district attorney why I did not do something about a certain condition 
in the area. I said, ‘‘Well, if you can get the evidence, I will do some- 
thing.” He said, “That is what they pay you for.” I agreed with 
him and got busy. The people to decide that is not the Department 
of Agriculture but the Department of Justice. They are primarily 
responsible. 

Mr. Hunter. The Office of the Solicitor under an arrangement we 
have had for years with the Department of Justice screens cases on 
the basis of specifie criteria. 

Mr. Wuirren. That is not where the criminal laws of the United 
States place the responsibility for investigating crime, for returning 
indictments and trying cases. It is in the Department of Justice. 
If they have any arrangement with you or any others to hold out 
eases and not report them, it is not in accordance with the spirit of 
the law. 
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Mr. Hunter. Our arrangement with the Department of Justice j 
an entirely proper and desirable one. 

Mr. Wuirren. In doing it, you are also taking a whole lot of 
criticism. 

Mr. Hunter. I believe that the decisions we have made are sound 
and not subject to criticism. 

Mr. Wuirtren. I am talking about the arrangement between th: 
Department and the Department of Justice that you determine 
whether cases—— 

Mr. Hunvrer. Of course, I am faced with a responsibility in screen 
ing cases. 

Mr. Wuirren. Let us get this straight. To urge that you should 
prosecute anybody is something different. I have not urged tha 
anybody be prosecuted. I have urged the investigation by thi 
Criminal Division of the cases where there is a strong reason to believ: 
there may be violations of the law. 

Now, investigation should be by the courts and net by the civilian 
departments. I think you misunderstand me. I say the Departmen 
of Justice is trying to take an easy way out when they ask you not to 
send over things unless you think they can try the case on what you 
already have. Department of Agriculture lawyers are not as a group 
as experienced in such matters. 

Mr. Hunter. Let me tell you what has happened. I think you 
should know. During the war I went personally over to the Depart 
ment of Justice at their request to consider this very matter, not thes: 
cases, but any criminal case. Mr. Schweinhaut was heading up that 
work then. He is now one of the judges in the district court. Hi: 
said that the Department of Justice just cannot have all of the de 
partments of Government sending over any and all cases to it for 
consideration and that a careful program of screening should b 
adopted. 

We worked out that program in detail, and have been following it 
ever since. Details of it are included in our manual of procedure 1] 
our office. 

Mr. Wurrren. I would be glad for you to put it in here. Again | 
do not want this to appear to be any personal criticism of you. I do 
feel that the proper agency to investigate as to whether there has 
been a violation of the criminal law is the Department of Justice 
Now, if you have in times past been sending them more cases than 
they can take and they say, ‘“Do not send them,” perhaps under that 
condition you may have a real basis for following your course. But 
[ do say that they are the ones to charge with the responsibility. 

Mr. Hunter. Of prosecuting. 

Mr. Wuirren. And when I say you ought to send cases over there 
goodness knows any right kind of prosecutors probably should in 
vestigate a case more fully where he thinks there will not be an indict 
ment than the other. Investigation does not hurt. 

Mr. Hunver. I would like to read our plan. 

Mr. Wuirren. I would be glad to have it. 

Mr. Hunter. I want to tell you why we have been doing it. This 
was a matter of correspondence between the Department and_ thi 
Department of Justice at high level. 

Mr. Wurrren. I want to say this. If these cases here have gon 
to the Department of Justiee, I have no right to say their decisiot 
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was not proper. But I say you are taking a lot of their load when 
you pass judgment and do not let them have it. 

Mr. Hunrer. I realize that, and I wish I did not have the load in 
a way. At the same time I think it is a rather good thing because 
we have large numbers of cases coming through every month—many 
of them insignificant. There has to be some screening somewhere 
or courts will become completely overburdened. The Department 
of Justice has authorized the Department of Agriculture to screen 
alleged violations arising under the various acts administered by the 
Department of Agriculture on the basis of the following criteria: 

First, adequacy of investigation; second, gravity and magnitude of the offense: 
third, degree of moral turpitude involved; fourth, improbability of successful 
prosecution due to the nature of the evidence; fifth, deterrent effect of prosecution: 
sixth, generally extenuating circumstances; seventh, economic and security con- 
siderations; eighth, facts relating to restitution; ninth, disposition of the accused 
as a habitual or regular offender; tenth, lapse of time since the commission of 
offense; eleventh, availability of corrective administrative action. 

All the criteria enumerated must be considered in deciding not to refer a case 
to the Department of Justice for prosecution, but the presence or absence of any 
one or more factors is not controlling. A decision not to refer the case to the 
Department of Justice shall be evidenced by an explanatory memorandum which 
shall contain or be accompanied by the summary of facts prepared by the attorney 
in charge of the case. The memorandum shall be approved by the appropriate 
associate or deputy solicitor, except as to a criminal case falling within the direct- 
reference procedure of the regional office, or a case involving both criminal or 
civil matters arising out of the Commodity Credit Corporation programs where 
the civil matter falls within the direct-reference procedure, the memorandum 
shall be approved by the appropriate regional attorney. The memorandum shall 
be retained in the official files of the office in which the decision is made. 

I am quite satisfied in my own mind that the decision not to send 
these flaxseed cases to the Department of Justice was a happy one, 
because I do not think there would have been a single proseeution, and 
if prosecution had been undertaken I do not think there would have 
been a single conviction. 

Mr. ANDERSEN. Those criteria give vou wide latitude. 

Mr. Hunrer. We necessarily have to have wide latitude. 

Mr. Wairren. So far as | know, vou may be absolutely right, but 
[ do sav when you get into the aggravated cases, such as these, it seems 
to me it would still be wise to send them over. 

Mr. Hunrer. Please understand, we send them over all the time. 
If there is any doubt, we send them over—— 

Mr. Grisster. May I make a comment on these? These are all 
flaxseed cases. The total amount involved in the 17 cases was 
$35,000. There are only two cases here that come up to $5,000 level. 
One goes to $11,000 and one a little over $5,000. Flaxseed is a pretty 
high-priced commodity; so, the number of bushels involved here is 
roughly about a third of the amount of money. So, these so-called 
shortages run down to a quantity in most of these cases of several 
hundred bushels—500 or 600. In the operation of a normal country 
elevator in that area, where they probably handle from 200,000 to 
500,000 bushels of grain, and flax being the kind of commodity that 
just leaks out of every kind of storage or hauling vehicle you put it in, 
| think it would be awful hard to prove that small shortages like this 
were actual deliberate conversions. 

Mr. ANDERSEN. In the case of flaxseed, I well know you can lose 
a lot of it even en route from the elevator to the Twin City terminals 
out of the box cars not being tight. 
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Mr. SuuutMan. In these flaxseed cases the warehouse receipts were, 
with minor exceptions, fully satisfied. 

The defaleation was that the warehousemen delivered 1949 flaxseed 
that they bought in Texas, rather than the flaxseed that was original], 
deposited. The warehouseman through the sale of CCC flaxseed 
and its replacement with flaxseed obtained at a lower price made a 
profit. In these cases the warehouseman not only delivered flaxseed 
that met the quantity called for by our warehouse receipts, but he 
was also required to pay the Government every cent of profit hi 
made without any allowance for his expenses; in addition to that, 
the storage charges paid him were adjusted to take into account the 
flaxseed he sold. 

I might add I am responsible for the decision not to prosecute 
these cases. Mr. Hunter has since reviewed the decisions. I am 
pleased to say he agreed with it. The decision, I think, was wholly 
justified. 

Mr. Wrorren. Could you show any willful conversion, or is that 
another case of having a lot of stuff on hand, a part of which belonged 
to Government, and letting the supply get down below the level? 

Mr. Sautman. I think these warehouses thought they were going 
to turn a nice profit at no expense to the Government. There had 
been announced a 1949 support rate which was lower than the 1948 
support rate. They felt that under those circumstances they could 
replace the grain at a lower price, and they were trying to make a 
profit. I might say that the majority of these cases occurred in 
South and North Dakota, where under State law the warehouseman 
was doing nothing wrong if he was in a position to satisfy the receipts 
when presented. 

Mr. Horan. How did you catch them? 

Mr. Suutman. We caught them because when they received 
loading orders they were a little slow in filling them and we went 
out and investigated. In some of these cases there is clearly no 
Federal offense. The law is clear that where the conversion took 
place before CCC acquired the warehouse receipts there was no 
Federal penal offense. Consequently, there was no offense for which 
the warehousemen could be prosecuted under Federal law in those 
eases in which the Government acquired the loans from local banks 
after the conversion had taken place. CCC acquired them from the 
local banks under its contract obligation. 


TANNER’S, INC., CORTEZ, COLO. 


Mr. Wuirren. Unless there are further questions, we will proceed 
to the conversion cases of Tanner’s, Inc., of Cortez, Colo., and New 
Mexico. 

One of these elevators came under the jurisdiction of the United 
States Warehouse Act Division, which is also under the Transporta- 
tion and Warehousing Branch of PMA. Although United States 
Warehouse Act inspectors visited this warehouse at least four times 
after the conversion had been effected, the shortage was not discov 
ered. Investigation reveals that the shortage was not discovered due 
to the fact that the PMA commodity office in Kansas City had re- 
turned the United States Warehouse Act warehouse receipts—which 
are required to be used by all warehouses licensed under the act—to 
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Tanner’s, Inc., stating another type of warehouse receipt was preferred. 
It was also ascertained that there had been no exchange of information 
between the Warehouse Act examiners and the PMA commodity 
offices as to storage liability. Further, no performance bond had 
been required of the warehouseman by the Kansas City PMA Com- 
modity Office. Also, although the terms of the storage contract re- 
quired identity preservation of the various lots of beans, ware ‘house 
receipts issued failed to call for identity preservation, and there is 
conclusive evidence that officials of the PMA commodity office bao 
the beans were commingle dl throughout the rene period, 

First, what was your policy with regard to beans? Did the con- 
tract require that the identity of the beans be saiuen ek or were they 
authorized to comminegle them? , 

Secretary BRANNAN. They were required to keep them separat: 

Mr. Wuirren. What official is responsible for letting them be 
commingled and, knowing they were commingled, took no action? 
Who is the man? 

Secretary BRANNAN. Mr. Chairman, I am not certain that those 
deductions are completely correct. This transaction was handled in 
the Dallas office, despite the fact that Colorado is ordinarily served 
by the Kansas City office. The Tanner Co. had, I think, five offices. 
Part of them were in New Mexico, and there was a shifting back and 
forth between the two offices; that is, between the Colorado and New 
Mexico warehouses. That created the situation which was just a 
little bit difficult to catch up with. But I surely want the record 
show that, the minute we became aware that there was a shortage, we 
moved into court for a receivership proceeding. 

Mr. Wuairren. Who found out about this conversion? 

Secretary BRANNAN. Our own people. It was discovered by a 
United States warehousing examiner who was checking out one of the 
warehouses of the Tanner Co. in New Mexico. 

Mr. Wuirren. Give us the story on it. 

Secretary BRANNAN. It is a rather large case. There is probably 
somewhere in the neighborhood of $1,000,000 worth of beans involved. 
CCC has a bond in its favor of $121,500. This leaves a considerable 
area to be covered by Tanner’s assets. The last figures that I heard 
and the last estimates I saw on the value of Tanner’s assets, indicated 
that he might not have enough to cover the entire amount. But that 
does not. preclude all possibility of recovery, because we may be able 
to make a recovery from the people who bought these beans from 
Tanner. 

Mr. Wuirren. What are you doing now to locate these beans before 
they are destroyed? 

Secretary BRANNAN. The case is, of course, in the hands of the 
United States attorney for Denver, who has Tanner in receivership. 
He has also applied for receive rship in New Mexico, now; has he not? 

Mr. Suutman. No, sir; there is just one receivership. He has 
been indicted in ¢ lolorado. 

Secretary Brannan. And we are moving for indictment in New 
Mexico. We have run the gamut of every legal remedy so far except 
action to recover assets, and that will be pursued to its ultimate 
destination by the receiver. 


93987—52—-—8 








112 


Mr. Horan. Is there any evidence as to his having absconded 
with this money? 

Secretary Brannan. We have not gone into that phase of it too 
much; that is, what he did with the money. The general impression 
I have gotten so far from the receiver is that actually what he did 
was to sell the beans and put the money into building more ware- 
houses. He put some into building some fine homes and a few things 
like that, but he put a lot of this back into building warehouses. | 
think two or three of the warehouses in New Mexico were either 
bought or improved and enlarged with the money he obtained from 
selling the beans out of one of the other warehouses that he had. 

Mr. Wairren. We run into this situation here and it makes m: 
wonder. Of course, the prime reason for this committee going into 
this is to see what may have caused it, to insist on it being cleaned 
up, and to prevent it happening again. 

[ notice in this particular case, according to our report, he was abl: 
to get away with this at Cortez, Colo., because of the fact that you 
had sent back to him his warehouse receipts because you wanted new 
kinds. While the inspectors under the Warehouse Act were inspect- 
ing him regularly, he could cover up for a long time because PMA 
sent his warehouse receipts back to him. 

Secretary Brannan. Mr. Chairman, that certainly is not a defend- 
able practice. It certainly is an error in judgment, although it is ver) 
often done in the trade when people have full faith and confidence in 
each other. I do not purport to treat it in any light way at all, but 
there is no remedy for this kind of case except that the good Lord 
change the hearts of men. 

Mr. Wuirren. You can keep from having two different agents i 
the same deal where the act of one is unknown to the other. What 
do you think about putting all vour warehouses under the Warehous 
Act, and let them handle both types of inspection? There you would 
have one section to be held responsible. In this case, if either you 0! 
the Warehouse Act people had made the inspections, this thing woul 
have come to light before it did, in all likelihood. 

Secretary Brannan. It may or may not. We have many thousand: 
of contracts with elevators who do not come under the Warehousing 
Act, and whom we could not get under the Warehousing Act. Ther 
fore, we have not relied exclusively upon the Warehousing Act, but 
have relied upon the spot checks from time to time. 

Do you want to insert an administrative point in here? 

Mr. Gretsster. There would be no attempt on my part to justify 
sending back these warehouse receipts without some precaution bu 
apparently the reason for sending them back was that one of thes: 
houses was shifting from the federally controlled warehouse to 
non-federally controlled warehouse, which they can do, and _ that 
required a reissuing of those warehouse receipts to conform to thi 
type of operation. Of course, what the Kansas City office did—and 
that office has a very good record, their judgment has generally bee: 
very good—-they sent these warehouse receipts out and asked to hav: 
warehouse receipts issued that were in line with the new type o! 
licensing under which the house was operating. 


Then there was apparently also a request for shifting some of the 


beans from one warehouse to another, and there again the warehous: 
receipts were changed, so they would be issued on the warehouse 
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which the beans were residing. Apparently our folks fell for a line of 
talk on this thing. 

Mr. Horan, What was to keep this gentleman from liquidating 
when he was storing for CCC, taking the money and building a ware- 
house or something, and then accepting additional CCC products to 
fill up his warehouse, and issuing warehouse receipts against them? 
That is apparently what he had in mind. 

Mr. GeissLER. Had we not caught him, he would have done that. 

Secretary BRANNAN. If we had not walked into it at the right time, 
that man might still have been one of the most reputable citizens in 
the community. 

Mr. Horan. I think that adds body to the suggestion of the chair- 
man that maybe we ought to put all of the accredited CCC storage 
houses under the storage act. 

Mr. GerissuterR. | do not believe that would wholly prevent this 
kind of monkey business. You would have to almost have somebody 
there every day, because they would simply be violating another sec- 
tion of the law instead of the one they are violating. The only thing 
in the world that will prevent this thing is honesty on the part of the 
people. 

Mr. Wuirren. | have heard enough here to know that it is not 
humanly possible for the Nation to supply enough money to inspect 
these folks day after day. 

Mr. GetssLeR. That is right. 

Mr. Wuirren. But at least before you sign a contract you can find 
out about a person’s general reputation. I realize that you are under 
the greatest pressure in the world to enable farmers to get under the 
support program and find some place to store their commodities. 
But certainly we have heard enough to see that you need some set 
rules for the future. 

Mr. Dean. Mr. Chairman, I think we should put in the record that 
we have an inspection on process commodities and our system on 
process commodities is to inspect every 60 or 90 days. But-it is a 
commodity that you can go out and see, where this grain is so 
ambiguous. 

Mr. Horan. On “inspection,” is that to quality, quantity, and 
condition? 

Mr. Dean. All three. We try to get around once each 60 or 90 
days. 

Mr. Geitsster. That is a different matter because the process 
commodities are concentrated and it would not run into the volume of 
work by any stretch of the imagination that this would. 

Mr. Wurrren. Pursuing this matter further in the Tanner case, the 
storage is estimated at $872,000, and I note on October 25, 1951, a 
four count criminal indictment was returned against Tanner, charging 
with conversion of and falsely claiming storage of beans while beans 
were not in storage. The trial is set for February 1952. You say 
to the committee that all efforts are being made to save the money 
through the bond and the receivership where the Government will 
have a preferred claim for its losses. So everything is being done to 
save the Government’s money in that case. 
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Secretary BRANNAN. I am sure it is. We have a very able receive: 
out there, and a very capable lawyer, and it is in a fine court. If these 
people get away with anything | will be surprised. 

Mr. Anpgersen. Mr. Secretary, just how much will the receiver 
ultimately receive for his services in such a case? 

Secretary BRANNAN. I do not know. 

Mr. ANDERSEN. That would depend on the action of the court? 

Secretary Brannan. Exclusively determined by the court after a 
showing of the amount of work he has to do, 

Mr. AnpErsEN. Who would pay the costs as far as the receiver is 
concerned, the Government or Mr. Tanner? 

Secretary Brannan. The receivership pays it, that is, the assets 
pay it. 

Mr. Hunter. Which practice means we would have to pay it 
because of our preference. 

Mr. ANprrsEN. There would be that much less assets left for th: 
Government to recover? 

Secretary Brannan. But with this amendment of your statement 
Judge, if we do not get it out of the receivership we can pursue the 
purchasers of the beans. 

Mr. Hunrer. Yes, that is not always an easy thing to do 
®\lr. ANDERSEN. | was wondering if you had some way of enterimeg 
into a tentative agreement with the receiver as to a limitation on 
his services as far as his financial returns were concerned? 

Secretary Brannan. I have never met him. I do not know him 

Mr. ANDERSEN. I am speaking as a general matter of course. 

Secretary Brannan. All I have ever seen is the information sheet 
that came in and subsequently the judge said that he thought he 
was a very excellent person. 

Mr. AnprersEN. I refer to this because I] remember 2 or 3 months 


ago reading in the press about some group of attorneys receiving 
very large fees for some services, 

Mr. Hunter. To carry out your suggestion would require the 
agreement of all creditors as well as the approval of the court. 


SPELLMAN FEED & GRAIN CO, ROCHELLE, ILL. 


Mr. Warrren. We have another case here, the Spellman Feed & 
Grain Co. at Rochelle, Il. It reveals that the warehouseman had 
converted CCC-owned corn valued at approximately $300,000. 

Are you familiar with that case? Was that disclosed by you 
records? 

Mr. Greisster. That is out of the Chicago office. The commodity 
that he was short of was corn, 163,000 bushels valued at $316,000. 
The case was discovered through information of suspected shortage 
obtained by the Chicago office which resulted in the request that 
©. and I. was requested to investigate on July 11, 1951. Investiga- 
tion determined the shortage and the responsibility and the dis- 
position of proceeds. The action taken to protect CCC interest is 
petition of bankruptcy filed by company July 17, 1951, and CCC 
approved the claim of $316,000. The remarks on this case are that 
this was undoubtedly a premeditated conversion case, and it appears 
to be definitely a case of fraud. 
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Mr. Wuirrren. How was this discovered, and what has been done 
to date? 

Mr. GrissLer. Francis Spellman, Jr., who is apparently manager 
of it, has been arrested and released on bond, and the case is presently 
pending before the Federal grand jury in Shreveport, IIl. 

Mr. Wurrren. What inspection was made as to this man’s repu- 
tation, facilities, and things of that sort? What are the surrounding 
facts about it?) What bond was required? 

Mr. Gretsster. Apparently there was no bond in this case. 

Mr. Wurrren. Did your office handle the investigation, Mr. 
Duggan? 

Mr. DuaGan. Yes, sir. 

Mr. Wuirren. Can you add anything to what Mr. Geissler has 
given us here as to what the investigation has disclosed? 

Mr. Duacan. No, I think Mr. Geissler has given a pretty complete 
summary of action up to date, Mr. Chairman. 

Mr. Wuirren. How did you find out about this? 

Mr. Duaean. It reached us through the Chicago PMA Commodity 
Office. 

Mr. Horan. Might I ask why bond was not required in this case? 

Mr. Getssuer. | have no indication here why it was not. 

Mr. Horan. Mr. Duggan, can you answer that? 

Mr. Duaaan. | cannot answer that. 

Mr. Wuirren. Who in tbe Chicago office would have responsibility 
to make exceptions to your general rule? 

Mr. Geisster. It would be the general responsibility of 
manager of that office. 

Mr. Wuittren. What is his name? 

Mr. Greisster. Mr. Bradley. 

Mr. Wuirren. This man has been caught with all this shortage, 
and he is under bond to await the action of the grand jury, | presume, 
and nobody in vour office has yet asked the manager why he let him 
have all this corn without any bond? 

Mr. Geissuter. Was he contacted at the time of investigation on 
this? 

Mr. Duacan. On that particular point, Iam not certain. I doubt 
if we did. 

Mr. Wuirren. It is your general rule that they have to make bond, 
is it not? 

Mr. DuacGawn. I guess that is right! is it not? 

Mr. Horan. That is a part of your general uniform 
agreement. 

Mr. Getss_ter. That is correct. 

Mr. Wurrtren. In this case nobody has talked to your own of 
out there as to how the man got by without bond. Did he file any 
financial statement, or do vou know? 

Mr. Grisster. You do not have that investigative report? 

Mr. DuacGan. I do not have the report. 

Mr. Wuirren. And if not, why not? 

Mr. Unperaity. Does your report show anything on this? 

Mr. Geisster. We would have to check the investigation report, 
Mr. Chairman, in order to answer that. 

Mr. Wuirren. We want that in the record, but I am disappointed 
and surprised you do not have that. 
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OTHER MISCELLANEOUS CASES 


(A statement on this matter ts as follows:) 


Regulations in effect at one time provided that if the net worth was sufficien 
the bonding requirement could be waived. The manager of the Spellman Fe: 
& Grain Co. did not submit a financial statement but certified in making h 
application for a uniform grain storage agreement that his net worth was $89,000 
On this basis the bonding requirement was waived. Regulations have since bee 
changed and it has been determined that all but 10 of these warehouses whic 
operated under the uniform grain storage agreement have now been bonde 
These 10 warehousemen have been informed that unless they take out bonds i 
the immediate future CCC commodities in storage in their facilities will be 1 
I oved. 

Mr. Wurrren. Gentlemen, I guess that will be all for today. W 
will reconvene tomorrow at 9:30 a. m. 





MonpDAY, JANUARY 21, 1952. 
GIFTS RECEIVED BY PMA PERSONNEL 


Mr. Wurrren. Mr. Secretary, we asked you for a list of the name: 
of the persons who had received favors such as hats and shirts, anc 
so forth. A list of those has been supplied to our own committe: 
investigators. I would like to have the official positions of thos: 
persons listed, together with what it was that they received and wha 
action, if any, has been taken with reference to any of them. 

Now, as I understand it, all of that was in violation of the regula 
tions of the Department. 

Secretary BRANNAN. Am I to understand, Mr. Chairman, that 
vour folks now have all the information and we do not need to supply 
it? 

Mr. Wuirren. I want you to verify the list of names which ow 


investigators have reported to us. We don’t want to go into this 


matter with only the data our investigators found; we want to know 
what other things of a similar nature there are. The committee wants 
full and complete information on this subject. 

Secretary Brannan. Yes. I believe your investigators got thei 
information from us, and we will elaborate on it to the full extent 
that we do have it. 

Mr. Grisster. We do have a full list of those. 

(The information requested is as follows:) 
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STEPHEN G. BENIT, JR., DALLAS, TEX. 


Mr. Wurrren. It has been reported that one of your employees 
is now under indictment for accepting bribes tote aling $1,750 from an 
Oklahoma elevator operator to insure the allocation of sufficient 
Commodity Credit Corporation commodities to keep his warehouse 
filled. What is the name of that individual and what are the cir- 
cumstances surrounding that case? 

Secretary BRANNAN. I want to point out, Mr. Chairman, that the 
case to which you make reference is now in the hands of the United 
States district attorney and is ready for trial. The indictment has 
been secured, and all of the rest of the preliminaries to an ultimate 
determination are now ready. 

Mr. Wuirren. Who is the individual involved there? 

Secretary Brannan. A man by the name of Benit. 

If your records are to be made public immediately upon the con- 
clusion of this hearing, then I think you have the que stion before vou 
as to whether or not you want us to pretry this case in the public 
record before the United States district attorney has the opportunity 
to trv it in the courts in Texas. I think that applies to a number of 
the cases. We have no alternative if you demand the information, 
and we shall supply it. 

Mr. Wuirren. Certainly there is no question about our demanding 
the information, and we want full and complete information not only 
with regard to this individual but with regard to all others. Having 
votten it, the committee will then have the determination of what 
part to release and what part not to release. There is certainly no 
desire on the part of the committee to pretry anybody. But we want 
full information as to those cases where further action should be 
taken and where perhaps action that was not taken now seems 
advisable. 

But we cannot pass on what to release and what not to release until 
we get the information. We want the information and we will have 
the responsibility of determining what might in any way affect or 
hinder the Government in the trial of charges that arise. 

Of course, when a man is under indictment the chances are that he 
has already been advised of the charge. My recollection is that you 
are not entitled to a bill of particulars in criminal cases; but, on the 
other hand, an indictment has to be sufficiently definite for a man to 
prepare his own defense. So, in all probability, these matters will 
not be as closed as we might think. At any rate, the committee 
wants the full information, and then we will decide what to release. 

Secretary BRANNAN. All right. We just wanted to be sure where 
the responsibility was placed. 

Mr. Barres. Was this action brought, Mr. Secretary, as a result of 
your own investigation or at the instance of some ‘body else? 

Secretary BRANNAN. Mr. Benit worked in the Dallas office. We 
apprehended, through our own normal investigations, that he had 
acted in a very indefensible manner, to put it in the mildest form; 
and we therefore were prepared to discharge him. He, however, sub- 
mitted a resignation about the time the investigation was completed. 
It was accepted with prejudice, which we consider equivalent to dis- 
missal, and we then referred the matter to the Department of Justice. 
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In the course of time—and there was a considerable lapse of time 
the man was picked up by the United States district attorney. An 
information has been filed against him: and, according to our informa 
tion, he will very shortly be tried. 

In the interim, I might say, Mr. Bates, this man obtained anothe 
job. 

Mir. Bares. With the Government? 

Secretary Brannan. Although our records were made known t 
his new employer. 

Mr. Bares. Was that job with the Government? 

Secretary BRANNAN. It was another job with the Government; ves 

Mr. Wuirren. I do not want to interrupt you, Mr. Bates, but wil 
vou request the dates on that? 

Mr. Grisster. We have a full statement on that case. Do ye 
want the statement now, Mr. Chairman? 

Mr. Wurrren. Yes; I would like to have the full details for tl 
record, 

Mr. Getssier. Mr. Dean will present that. 

Mr. Dean, | mav not be able to give vou all of the details at th 
time, Mr. Chairman; but we can supply them. 

To begin W ith, Stephen Cy. Benit. ar. Was the head of the Processer 
Food Unit of the Storage and Maintenance Section in the T. and W 
Division of the Dallas office. He had been employed by the Depart 
ment for 12 vears, and his responsibilities in the Dallas office wer 
for preparing contracts for warehouse space and allocating Govern 
ment-owned commodities to warehouses. 

George W. Morris, 4722 Broadway Street, Kansas City, Mo 
owned and operated a warehouse at Shawnee, Okla., under the 
name of the Fairfax Storage Co., from October 17, 1948, to February 
1950. 

Mr. Brashier, who was one of our warehouse examiners, had beet 
out in the field inspecting warehouses. Prior to this, as it developed 
Morris, who owned the Fairfax Storage Co., had made gifts of money 
to Benit totaling approximately $600. Later Morris sold the Fairfax 
Storage Co. at Shawnee, Okla., to the J. H. K. Investment Co., owned 
by Richard C. Muckerman, of St. Louis, Mo.; Ed Smith, Jr., was the 
operations manager of the warehouse. 

When our warehouse examiner visited these facilities to make this 
inspection, Mr. Ed Smith, Jr., informed our warehouse examiner about 
the gifts that Morris had been making to Benit. Mr. Brashier, in 
turn, reported to Mr. Jack Bramlett, his immediate superior; and 
Mr. Bramlett, in turn, reported to the Director of the Commodity 
Office, and he, in turn, requested a complete investigation. 

It is indicated that in February 1950 Morris and Smith and Benit 
met in Dallas, and it was agreed among them that Smith would con 
tinue the gifts to Benit that had previously been made by Morris 
Our records indicate that from February through September 1950 
Smith made regular monthly gifts of money to Benit which totaled 
approximately $1,050. 

As the secretary stated, the case has been submitted to the United 
States Attorney General for criminal action. Benit was arrested on 
a commissioner’s warrant and was bound over to the grand jury fo 
trial. 
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Mr. Wurrren. What delay was there between the time that these 
facts became known to the Department and the time they were turned 
over to the Criminal Division of the Justice Department? 

Mr. Dean. I believe our compliance and investigation report—and 
| would want to check this, Mr. Chairman—was dated October 24. 
1950. The case was submitted to the Attorney General—and I would 
want to check this date—in August 1951. I would want to check 
those dates. Benit was immediately suspended by the Director of the 
Commodity Office at the time this matter was called to his attention. 

Mr. Wuirren. Now, how does a man under those conditions get 
another job in the Government? In our hearings with the Department 
we occasionally run into the statement that the reason why we have 
a few employees who don’t fully meet the needs is that you cannot 
get rid of a man who does not carry his share of the load. Two or 
three top folks in the Department tell me that when vou try to get rid 
of a man who is no good you have to defend vourself for trying to 
get rid of him for about a vear or a year and a half. 

We frequently have another report if you finally get rid of a man 
who is not qualified for his work, and then later on have an expansion 
in the Department, the Civil Service Commission sends him right 
back to vou. 

Now, how did he go back into Government service somewhere else? 

Secretary Brannan. Well, Mr. Chairman, that certainly is not a 
question which we can answer. 

Mr. Wurrren. I am not trying to hold you responsible, but I do 
think it is something that should be of interest to the Congress. | 
know it is to this committee, even though it is a matter beyond your 
reach. 

secretary Brannan. We do not know the answer to that question 
I made very elear, when it came to my attention, that our personnel 
office had advised the personnel office of the employing agency of the 
reasons surrounding the discharge of this man. 

Mr. Wurrren. | would like to know the name of the agency which 
employed the man, his salary, and all that 

Secretary Brannan. I think we have the information. 

Mr. Wuirren. So the record May disclose it, what agency did 
mmploy him? 

Secretary Brannan. It was one of the new emergency agencies. 

Mr. Dean. It was the Office of Price Stabilization. His job was at 
grade GS-7 with salary of $4,575. 

Mr. Bates. Suppose the Civil Service certified one of those people 
to you. What would be your disposition? 

Secretary BRANNAN. Well, Mr. Bates, we certainly would not em- 
ploy him under any circumstances. I don’t think vou will find any 
place throughout the Department in which we have employed such a 
person. We are attempting to be most meticulous in this whole field 
of employee relationships ever since I have been around; and I must 
say for Mr. Reid’s credit—-he is our personnel officer-——that he has 
been unusually diligent, careful, and watchful about these matters 

Mr. ANDERSEN. Was the new ageney which employed him fully 
aware of what he had done? 

Secretary BRANNAN. They had the benefit of all the information 
we then had and upon which we discharged him. 

Mr. ANDERSEN. What did you say that agency was, Mr. Secretary? 
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Secretary Brannan. The Office of Price Stabilization. 

Mr. AnprersEN. I think we were told that this man accepte 
certain amounts of money more or less regularly from this firm i: 
Oklahoma. For just what reason, if the evidence shows, was li 
given that money? What did the company expect to get out of him 
favorable allocations, or what? 

Secretary BRANNAN. What they expected to get out of him, o 
course, was the delivery of commodities to their warehouse for storag: 

Mr. AnperseN. Allocations to the warehouse? 

Secretary BRANNAN. Yes. 

Mr. ANDERSEN. In other words, this Oklahoma firm felt that by 
eurrying favor with him it could get rid of its grain without havin 
to hold it too long? 

Secretary BRANNAN. No; that it would keep its warehouse filled. 

Mr. AnpeRsEN. The Oklahoma firm is a warehouse in itself? 

Secretary BRANNAN. That is right. 

Now. I would like to point out that the Government paid the samy 
storage fee whether we put the commodities in this warehouseman’s 
facility or any other facility. The storage rates were competitive 
The commodities had in transit storage privileges; and, therefor 
there was no payment of excess freight charges. There was no loss 
to the Government in this transaction. ‘That, however, does not 
excuse Benit in any way, and we took action against him promptly. 

Mr. ANDERSEN. It this the only case of attempted bribery into 
which a thorough investigation has been made? 


GUY W. CRAVENS MINNEAPOLIS, MINN. 


Mr. Wuirren. I want to now call attention to the Minneapolis 
ease, on which we asked some questions earlier, involving a man 
named Cravens. He has been discharged for accepting gratuities iu 
connection with storage facilities. 

Secretary Brannan. As we pointed out in connection with yout 
previous inquiries about him, he was suspended and relieved of duties 
at once, and in due course his services were terminated in accordance: 
with civil-service procedures. The case was then turned over to the 
Department of Justice for appropriate disposition. 

If you will recall, there are 85,000 full-time employees in the De 
partment of Agriculture; and it is not to be expected that we will not 
have one or two bad ones now and then. The point is how expedi 
tiously we deal with them and what our efforts are to apprehend them 

Mr. Warrren. I would like the record to show, in connection with 
this case, the date of the discovery of the situation and the date on 
which the investigation was completed, as well as the date on which 
the file was sent to the Criminal Division of the Department of 
Justice. 

(The information requested is as follows:) 


REVIEW OF THE Guy W. Cravens Case 


December 1950: Investigation initiated at request of the Administrator. 

April 3, 1951: Memorandum, Chief, Office of Compliance and Investigation t 
Assistant Administrator for Commodity Operations submitted Compliance and 
Investigation report dated April 2, 1951. (Copy of this report and memorandun 
furnished Office of Personnel Management.) Also information made available t 
REC 
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April 5, 1951: Memorandum, Chief, Office of Personnel Management to Direc- 
tor of Personnel, reviewing evidence of violation of Department regulations by 
Cravens and recommending charges. j 

April 11, 1951: Letter of charges addressed to Mr. Cravens by Acting Director 
of Personnel. 

April 24, 1951: Statement of facts submitted to Department of Justice by RFC 
covering actions of warehousemen Rolands and Cravens. 

May 11, 1951: Memorandum, Acting Director of Personnel to Administrator 
requesting Administration to advise Mr. Cravens of approval of request for ten 
additional days to answer charges. 

May 16,1951: Telegram, Director of Personnel to attorneys advising extension 

f time for answer. 

June 11,1951: Memorandum, Chief, Office of Personnel Management to Diree 
} 


of Personnel reviewing case as to evidence, answer and charges, and recommen 


removal action. 

June 18, 1951: Secretarial decision this date provides Cravens’ removal effective 
June 22, 1951. 

June 18, 1951: Telegram to Director, PMA Commodity Office, Mim 
Minn., advising decision to remove Cravens effective June 22, 1951. 
June 21, 1951: Record flagged by Chief, Division of Investigations. 
June 28, 1951: Flag furnished Director, PMA Commodity Office, Minneapol 
\Minn., for attachment to personnel folder of Cravens. 

August 1, 1951: Agent Sanders of FBI requested and was given 
nvestigation file on the Portage warehouse—Cravens case, 


copy 


SUMMARY OF CHARGES, Guy W. CRAVENS CASE 

Charged with acceptance of gratuities or favors from persons or firms witl 
which he had official transactions in violation of regulations, and falsification of 
official records—specifically acceptance of favor concerning locating and purchase 
ata discount of automobile, television, at wholesale price, special assistance in 
the purchase of luggage (which he returned), and the purchase of storm coats. 
Mr. Cravens was also charged with the falsification of employment documen 
\ll charges were reviewed, taking into consideration the evidence and his answe1 


to charges and all counts found to be sustained. 


OTHER PMA CASES DALLAS, TEX. 


Mr. Wuirren. Now, with regard to other emplovees in the Dallas 
office, how many others have you taken any action against in con- 
nection with the acceptance of gifts and gratuities in addition to the 
one individual who is under indictment for accepting bribes? 

Secretary BRANNAN. We have taken action against Latham White 
and Harry Solomon in addition to Benit; however, the cases are in no 
way parallel. 

Mr. Wurrren. What positions did they hold, what is the basis for 
their removal, and what is the status of it now? 

Secretary Brannan. Mr. Latham White was director of the Dallas 
office and Mr. Harry Solomon was assistant director of the Dallas 
office. 

Mr. Wurrren. Was it their responsibility to keep an adequate 
check on the amount of grain in these various warehouses where it 
developed conversions had taken place? 

Secretary Brannan. The management of the grain which was in 
those warehouses was under their jurisdiction. 

Mr. Wurrren. What did your regulations provide with regard to 
inspections and the exercise of due care to see that these warehouse- 
men were living up to their contracts? 

Secretary BRANNAN. Our administrative arrangements 
inspect these warehouses or the grain in the warehouses for quality 
We did not and we do not now believe it is feasible 


were to 


and condition. 
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to inspect the warehouses from day to day for possible quantit, 
shortages. 

Mr. Wuirren. Some of us may have in mind one thing with regar« 
to conversion, whereas it may mean something else to others. Of 
course, the type of conversion that you mean here does differ consid- 
erably from the general acceptance of the term when you are dealing 
in a contract with a person who can buy and sell your grain as long 
as he keeps on hand a supply of the same kind of grain to turn back 
to vou at any time you ¢all on him for it. 

The removal, the trading that might go on, or the moving about of 
grain in that case would not be out of line at all, as would be true in 
the ordinary situation. So the only way you could tell whether the 
warehouseman had converted your grain, in the meaning of conversion 
as it is used here, would be a measurement of the amount of grain on 
hand, would it not? 

Secretary Brannan. And then that would not give vou the answer 

Mr. Wuirrren. Unless it was so far down as to make it apparent 
that he was short. 

Secretary BRANNAN. But you would never know unless you knew 
how many outstanding warehouse receipts he had. He might have 
twice as much grain as the amount of Government grain in his elevator, 
but he might have four times as many warehouse receipts out against 
it. 

In addition to CCC grain in that warehouse there may be grain 
which belongs to farmers in the neighborhood or to millers or grain 
dealers. As a matter of fact, the only way you can really know that 
the full amount of the Government’s grain is in a warehouse would be 
to have our man stay there every day. He would have to audit the 
books every day and check every receipt and delivery of grain. 


CORRECTIVE MEASURES 


Mr. Horan. Mr. Chairman, will vou ask the Secretary now what 
should be done to correct that sort of situation? 

Secretary Brannan. Well, Mr. Chairman and Mr. Horan, I would 
just like to say this: I do not believe it is possible to create an adminis 
trative organization of the size and magnitude that would be required 
to ascertain, at every hour of the day, just exactly the position of ever) 
bushel of grain that the Government owned. We have gone on thi 
theory that elevator operators are honest people and that vou must 
accept them as honest people. There are some safeguards, such as 
limited bonds. But other than to make occasional checks and_ to 
inspect the warehouse for general managerial ability, general capacits 
to care for the gram and to take care of its quality and condition 1s not 
in my opinion, cither feasible or, from a fiscal standpoint, desirable. 

Let me just give one example. We could insist upon a very tightly 
worded bond which would cover every kind of a contingency for th 
entire volume of grain that we have in all of these warehouses. A 
conservative estimate of the cost of that bond would be somewhere 
the neighborhood of $30,000,000 a vear. 

Well, Mr. Chairman, in these defaults, even if we lose every bushel 
of grain which the General Accounting Office says is out, the loss woul 
be $3,800,000. But for the sake of argument let us say that we los 
three or four times that much. We still would not be as much out 
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pocket as HW we bought the bond. In accordsnee with the general 
yolicy of the Federal Government to be something of a self-insurer 
n most of its transactions—for example, none of the contents of this 
building or the buildings of the Department of Agriculture are in- 
sured—we have never felt that you could defend insisting upon such 
dl bond. 

The Commodity Credit Corporation might not lose a dime if we 
spent $30,000,000 on a bond because it would be paid by the elevator 
operator who would, in the long run, charge it back to us in carrying 
costs, and we, in turn, under the statute, would pass it along to the 
purchaser of the grain who must purchase it at the market or at 
105 percent of our support level plus carrying charges, whichever is 
higher. 

Mr. Bares. And then the purchaser would hand it down to the 
farmer; is that right? 

Secretary Brannan. The burden would fall on the farmer or the 
consumer, one or the other. As has just been well pomted out, such 
things usually fall on the farmer. 

Mr. Horan. That would depend upon whether you have a buyer’s 
or a seller’s market. When you have a seller’s market, it would fall 
on the consumer. When you have a buyer’s market, it would fall 
back on the farmer. 

Secretary BRANNAN. But Mr. Bates is saving that when CCC is 
taking grain it is a buyer’s market, not a seller's market. 

Mr. Horan. Then it goes back to the farmer; you can depend on 
that. 

Secretary Brannan. The point is very well taken. 

Mr. Horan. Mr. Chairman, that leaves this subeommittee with 
one ultimatum, I think, and that is to demand that disciplinary action 
be taken that will safeguard this loose operation which depends upon 
the honesty of the operators and the men in the PMA. It almost 
leaves us with the ultimatum that the Department take disciplinary 
action that will be an example. That is about the only conclusion | 
an arrive at. 

\ir. WHITTEN. Certainly that is appropriate, and that is one of ch 
easons Why this investigation was agreed upon last August. It was 
Ot only Lo go into how these thines were handled hut to go Into the 
veneral policy to determme whether the policy itself perhaps invited 
some of this. I think we have already pointed out two or three lax 
olicies that may have been contributing factors. Certainly the lack 
of a preinspection ofa warehouse is one thing that IS hot excusable 
vhen considering the size of operation that this is, as 1 see it. [Tam 
talking with hindsight, and I realize that. 

\s | understand it, vou have two or three types of storage programs. 
One is where the grain is intermingled with other grain or commodities 


n the warehouse. The other is where vou require the identity to be 


Pt se parated. Now, with ral markets fluctuating up and down 
ind with the Government putting grain into a given warehouse, and 


ith the warehouseman having the right under the law to buy and 


sll and even to move the grain in and out at his pleasure as long as 
‘has grain in sight that he can get on request, the temptation is 
here to move some of the Government grain out and send you 

irges for the storage, as has been doi e in some of these cases, and 


ysupply vou with grain of a lesser quality. 
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ADVISABILITY OF IDENTITY PRESERVED STORAGE 

On the other hand, would the requirement that they keep 
identity of your grain always apparent help to relieve some of 
type of cases that have arisen? 

Secretary Brannan. Well, Mr. Chairman, let us consider a norn 
elevator operation. That elevator operator has a series of bins 
elevators as he calls them. He is doing business with everybod\ 
that neighborhood or he would not be there. He could not sit th 
and just wait for the Government grain to come in. The amount 
business which the Government does with the elevators of the count: 
in comparison with the total volume of business that they do proba}! 
does not exceed 5 ) percent. I refer here to turn-over business fro 
which profits are derived and that was true even in 1948 and 1949 
the peak of CCC operations. So elevators are not in business just 
serve the Government. They are out there to serve the communi 

If we were to say to them, ‘“ Now, you have an ¢ levator of 5,000,0( 
bushels capacity, we want to put in 3,000,000 bushels of wheat 
your elevator, but you cannot commingle it . with any other wheat 

This fellow savs to himself, “In that event I will have to empty this 
5,000,000-bushel facility and put vour 3,000,000 bushels in’ ther 
You won't let me use the balance of the space, the 2,000,000 bush 
so | think you ought to pay for it.” 

[I do not know the answer to that argument. I would have to agi 
with the warehouseman. So if we ask him to keep our grain identifi 
exclusively to itself, we are asking for a lot of charges. And we a 
also saying to the fellow that, for some reason or other, there is some- 
thing significant about our grain, although it comes off the same farms 
from which the balance of the grain in the clevator comes. We wou 
violate the normal rules of the trade, practices which have been built 
up over generations. 

Every time we ask for a special consideration like that, we wou! 
have to pay a special price. 

Mr. Wuirren. If the man is dishonest, he would just as soon tak 
erain that was kept separate as grain that was mixed. 

ecaprmaid BraNNAN. That is a better answer than I have given. 


Mr. Getsster. If we kept the grain on an identity-preserved basi: 
we would be in a position when we go there to determine whethe: 
is still there. But unless we were there every day a dishonest m: 


could ship that grain out just as readily as he could ship out con 
mingled grain. 

Mr. Kruse. I think there ts another point abeut i tans, nS ry 
grain which might well be thrown into the picture. Wheat is norma! 
walkie in five different grades, In order to do the best ident 
preserving job, 1t would still have to be stored by grades. If we we 
to store all of our grain by the identity-preserving method, it woul 
mean that five bins meht have to be utilized for our wheat each 
which might be more then 50 percent empty. We would deprive thi 
elevator operator and the rest of the community of the space {| 
would normally be available, and for which we would have to pay 

Mr. Wurrren. What would be the estimated extra cost to th 
Commodity Credit Corporation if you were to try to operate on 
identitv-preserved basis? 

Mr. Getsster. We cannot do that right now, but we will try 
supply an estimate on it. 

The information referred to is as follows: 


)( 


SpPecIAL BINNING OR IDENTITY PRESERVED SToRAG! 


It has been suggested that CCC store its grain in such a manner that it cannot 
be commingled with grain owned by the warehouseman or by other depositors as 
a safeguard against dishonesty of warehouseman or deterioration of the com- 
mingled mass of grain. 


Special bin and identity preserving methods of storage (often used interchange- 


ably, but sometimes having distinct separate meanings in certain areas) are used 
by depositors, warehousemen, and processors for varying reasons. \ depositor 


with premium-grede grain will want to keep his grain identity preserved so as to 


tain premium when selling the grain. A flour mill will special bin a specific lot 
or lots of Wheat while running milling and baking tests. In instances of shipping 
arge quantities of grain down the Lakes from Duluth to eastern seaboard through 
Buffalo warehouses, it is common practice to identity preserve the grain in the 
intermediary house to take advantage of the combined water-rail rates and to 
absolve the warehouse for loss in quality and quantity. There is no indication 
that these methods of storage offer any insurance against warehouseman dis 
onesty or grade deterioration except where coupled with statutory or board of 
trade provisions for sealing of bins and custodial service by a disinterested third 
party 


\ dishonest warehouseman can steal grain from a special bin t 


Oo 





at does not have 
a Government watchman on duty es well as from a commingled bin of grain with- 
out ANN more chance of detection Grain in such bins would be ] ist as Ss bject 
to deterioration (if not more so) as commingled grain, and there could be no 
liability therefor on the part of the warehouseman. 

In most country warehouses it would be impractical to store a certain owner’s 
grain Separately from grain owned by others. A country warehouse receives the 
principal part of its income from the handling and shipment of grain. This re- 
quires bin space for assembling carload lots of varying grades of one or more kinds 


of grain. When the harvest is finished and no more new grain is moving from 


the farm to the warehouse, there is no objection on the part of the warehouseman 
to fill his house almost to capacity with storage grain until the next harvest 
approaches. This does not mean that only the last depositors can obtain stor: 
receipts. When stored on a commingled basis the warehouseman can issue stor 
age receipts on a first-come first-served basis, utilizing his storage and hand! 

facilities to their maximum efficieney, having onlv to retain a suf t vrade and 
quantity of grain to meet his outstanding receipts. If it is deemed 2 practical 
and necessary safeguard that CCC grain should be stored separately, it shor 








be conceded that every depositor, both large and small, should 
protection. The individual farmer’s 1,000 bushels of grain is just as ant 
to him as is a 1,000,000 bushel lot to CCC. If this method of storage is not 
adaptable to all depositors, it is unconscionable for the Government to deman 
inusual and special consideration. 

Segregation of Government grain from other grain stored by & warehouseman 
itself would constitute no special protection against conversion unless coupled 
h asvstem of custodianship or inspection. The degree of protection would be 
determined by the extent of the svstem as would be the extra Thi 
tem—inspection and sealing cf Government biss—could increase the cost of 
ptorage in country warehouses from 5 to 50 percent, depending upon the degree of 

rotection deemed necessary. Such segregation in large terminal warehouses, 

specific bin-size lots would be practical if deemed expedient and the cost would 

be appreciebly greater then present ecsts, as custcdial and inspection servic 
vould be low on a per-burhel besis, and it would be possibile to meke mayimum 
ise of a rented bit Howe ver, we dcem this type of storage in the large terminals 





wit 


cost, Chis one 





necessary except in special cases where it is to the Government’s advantage to 
segregate @ premium-quality grain, or where the warehouseman refuses to store 
1 particular lot or kind of grain on a commingled basis because of its conditior 
Cuses of the latter types are not uncommon in the Corporation’s present storage 
perations. 

In operations involving successive receiving and loading-out operations of an 

and or port terminal warehouse, where 


lots of grain are assembled, conditioned, 
1 mixed, it would be impractical, if not impossible, to conduct all operations on 
a segregated basis, barring the exelusive Government use of such a warehouse. 
It is not possible to accurately estimate the difference in total cost of storing 
CCC grain on an identity preserved basis as compared to total cost for storing 





ma commingled basis. In the first place many, if not most, warehouses would 
eluse to enter into contracts calling exclusively for identity preserved storage, 
because their facilities would be inadequate or unsuitable. In the second place 
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it is a guess as to What rate and under what conditions such a contract wou 
t 


accepted by warehousemen who wowld not flatly refuse to negotiate for 
storage It is safe to say that such rates would be higher than those preva 
under the present U. G. 8S. A, R, 
On the assumption that the per-bushel storage rate for identity preserved * 
commingled storage was the same, it is reasonable to presume that the wareho e 
man who offered any space to CCC would demand a guarantee as to volume a 
time of storage. Without such a guarantee, the warehouseman would be requir 
to set aside a certain portion of his warehouse facilities with the possibility on 
they would not be used fully. As CCC cannot predict the quantity of gre. RY 
will be acquired at any particular time, and normally cannot accurately pre of 
the disposition of such grain, it would be an impossible task to contract for Me 
approximate volume of storage needed for any particular period. na 
The major portion of the wheat acquired by CCC for indefinite storage or pa 
nates as small lot, producer-owned quantities placed in a public warehouse o val 
commingled basis and pledged as collateral for a loan which is subsequently ; 
faulted During the period of the loan, the wheat is subject to redemptio r 
sale by the producer. In case of conversion, deterioration, or loss CCC beco nu 
the owner of the receipt because of the nonrecourse feature of the loan. CC( f 
might acquire title to a thousand or a million bushels of grain in a specifie wa ie 
house. Such grain would be commingied at the instance of acquisition, 
special bin or identity preserve such acquisition it would be necessary to 
render warehouse receipts and have the various commingled lots moved to a s} 
cial bin at the original or a different warehouse site. Such a procedure we 
entail unnecessary and costly work. In many cases where the original war me 
house is unwilling or unable to store “special bin/identity preserved’? it) we see 
entail unnecessary and uneconomic movement of grain. ren 
Before serious consideration could be given to a suggestion for changing ¢| vol 
basic storage method, it should be presented to a representative group of war eas 


housemen in an effort to ascertain whether it would be generally acceptable a1 


. 1] an 
at what cost. It is our opinion that it would not be acceptable, except at a p: 


Atehe f 
hibitive cost. OF | 
Bulk bandling of grain on a commingled basis is a development of efficient S10] 
economic handling of large quantities of grain harvested during a comparativ: ma 
short pe riod and stored, proc ‘essed. and shipped throughout the countrys dur thiz 
the period following harvest. Any action on the part of the Government to hai : 
string this system of grain handling would be vigorously and justifiably oppo- of 
by the organized grain trade. aro 
‘ D | : . j } al 
Secretary Brannan. Mr. Chairman, at some appropriate place | h M 
would lixe to just ag Into the record an account from one of the Di "t 
partment’s circulars of July 1948, to show that the proplem we a 

{ { ] { 1} : 4») = eae . } mo 
confronted with is mre at au new Chis conversion took place in) 1 Sd4t ' 
when there were not as nanny Converston cases as there are today aes 
In 1946 when this happened the Government had proportionati a 
; Ne) 


a very small amount of grain in storage, probably something not mu 
in excess of $500,000,000 worth of all commodities Ly the end of 194 8 
Mr. Chairman, IT would just like to read this because it is such 
interesting paralle! 

Mr Venrrren. Go right ahead 

‘retary Brannan. The pamphlet is reporting upon the prog 

the work of the ! Jepartinent at this part cular time, and the firs 

caer under the heading of ‘Stolen Wheat,” talks about 


the 

lice) 

han 
\ 


j | Vey . 1 e P bicet : . } ‘ wou 
elevator in which the Commodity Credit Corporation had some gr: 
: " rm ane , Ware 
stored Phe article states 
; reco 
In the case of t ‘stole wheat, t ethiet, a: manager of a country grain eleva of ( 
Was inag osition to carry on his iliegal operations his manager had sig 
al avreem \ ith the Coi 1) di \ Crea Corp ri 10 w! ich finances cer requ 
PMA progranis to store Governm«e owned grain acquired under price-suppe! ara 
programs After the agreement had been in effeet for some time, the Corpora iS to 
| ] ! raraag : loaad car f at whoat into } VPA re s Aalss ae on 
Aske ema er to oa ome oO ey ! XCars Tor delve! O ano 
: rere Se i ‘ ie tars wou 
point Phe manager asked for permission to postpone the loading, giving 
excuse that he couldn’t hire the men required to do the work A second ree if th 
- : , ‘ ; , ; r 
from the Cornoration brought another plea for postponement because, the man: (J 
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When the Corporation made a third request, the manager reported that his 


brother, the owner of the elevator, was ill and that the loading would just have 
wait. Suspicious, the Corporation asked the Compliance and hi tigation 
Branch to look into the matter After weeks of careful work, CIB investigators 
proved that the Corporation’s suspicions were fully justified. The manager, an 
eterate gambler, had run into a streak of bad luck. So, to make good his 
osses at poker and dice, he had been selling the Government's wheat to a flour 
in a nearby city, hauling the grain away at night in his own truck He 

was able to hide these operations from his brother and his emplovees by juggling 
accounting records, juggling them so thoroughly, in fact, that even he lost track 
f what belonged to the elevator and what belonged to the Government On 
the basis of the evidence collected by CIB investigators, the manaver was arrested, 
brought to trial, found guilty of illegal diversion of Government property, and 
sentenced to 2 vears in Federal prison. Most of the $89,000 representing the 


value of the stolen wheat was recovered by the Corporation. 


So, back in 1946 these kinds of eases were occurring. But the 
number of cases has not increased any more rapidly than the volume 
of commodities in our possession. 


LICENSED WAREHOUSES 


Mr. Wurrren. Now, I wish to pursue this question further with 
regard to what can be done to prevent, as far as possible, the reoceur- 
rence of these things tn the future. According to our report, most of 
vour shortages show up in nonlicensed warehouses. Now, it could 
easily be that the licensed warehouses have a reputation to maintain, 
and they are not prone to get into this kind of trouble. I think one 
of the major things that we are going to have come out of our discus- 
sion Is this determination of policy as to using commercial places when 
mavbe vou could have used governmental places. It is the kind of 
thing that would induce some man, on a shoestring, to get some kind 
of a warehouse and get in on the business. He then begins to look 
around and sees that he has the right to move grain in and out at will, 
and that might be a temptation to some of them to enter the storage 
business. 

I am wondering what the possibilities are of storing vour com- 
modities in licensed warehouses only. Certainly, as a general rule, 
that would lessen the amount of care that vou would have to give in 
inspection and also would result in much less loss. 

Secretary BRANNAN. Well, Mr. Chairman, the simple answer there 
is that-—I take it vou are speaking of federally licensed warehouses? 

Mr. Wairrren. Yes, 

Secretary BRANNAN. There is no law which requires licensing by 
the Federal Government, and the total volume of all of the federally 
ws nsed warehouses in 1949 and 1950 would not have begun to have 
handled the problem with which we were confronted. 

Mr. Warrren. I am sure you know whereof you speak, and I 
would like the record to show what the approximate quantity of 

warehouse space is in federally licensed warehouses, so_ that the 
record may show the comparison between the demand 7 the supply 
of Government-licensed warehouses. As vou say, there is no law to 
require Federal licensing. However, if the Government ia a lot of 
grain that it wants to store and if the way to get a part of that business 
is to get a Government license, while you might not require it by law, 
wouldn’t the competition have a whole lot to do with getting the license 
if that were the only way they could store your grain? 

(The information is as follows: ) 
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Number of licensed grain warehouses and capacity under linited States Warel 
Act, by States and PMA areas, Jan. 22, 1952 


Numbe . Numt 
hye cing] Capacity aol 

of Ware- bush Is of ware 
houses \ , houses 


Chicago New Orleans 
lowa 5 27, 530, 000 Arkansas 
Illinois 72, 208, 000 Louisiana 


Indiana 5 21, 320, 000 Mississippi 
Ohio 16, 680, 000 Alabama 
Michigan 3, 695, 000 North Carolina 
Kentucky ) 5, 040, 000 Tennessee 
473, 000 
Dallas New York 
Texas 3 16, 620, 500 Virginia 
Oklahoma 7 50, O00 Maryland 
New Mexico { 3, 565, 000 Pennsylvania 
New York 


) S00 


35, 000 Portland 
é , 500 
129, OOD Washington 
Colorad 23 , 000 Idaho 
W yoming 505, 000 


, 500 
San Francisco 
Minnesota California 
Wisconsin . l, 000 Utah 
Minnesota 7 3, 280, 00K 


South Dakota 000 


000 Grand total 


Secretary Brannan. Yes, Mr. Chairman; but I want to make this 
comment about what I said a moment ago in connection with federally 
licensed warehouses. Of course, in terms of total volume, if they we: 
to throw everything else out, they could take all of our wheat and 
much more. But I am talking about it on a percentage basis. The 
could not stay in business if they took only our wheat, because the 
would lose all of their local customers, and that is what they live by 

Mr. Wurrren. In asking for this information in the record, I mean 
to keep all elements that are involved in the picture 


ESTIMATED LOSSES IN SHORTAGES 


Secretary BRANNAN. I wouid like to make one comment, and the 
I will ask Mr. Geissler to elaborate on it. The biggest potential loss 
with which we are confronted, in terms of dollar net loss, is the Tant 
case. Yet, Tanner operated a federally licensed warehouse. 

Mr. Anpersen. Then, Mr. Secretary, the report in the newspape! 
of vesterday indicating that perhaps the loss would run up to $100 
000,000 is farfetched? 

Secretary BRANNAN. Pipe dreaming. 

Mr. ANprersen. And perhaps wishful thinking on the part of som 
people who would like to see the program go down into disrepute wil! 
the American people? 

Secretary Brannan. That is right. 

Mr. ANpERSEN. You do not anticipate that at the very most ther 
over $5,000,000 involved in all of these shortages? 

Secretary Brannan. We say five to seven million, Mr. Anderse: 
Again I say that if we lose much more than a half million dollars 0 








the grain cases—the Tanner case, which involves beans excluded 

will be very much surprised. 

Mr. Getssiter. I would like to make a comment, Mr. Chairman, 
on the general question of what we can do. I think it should be 
pointed out that the extra bond required in our uniform storae 
agreement and the other conditions provided in there are requirements 
over and above the requirements of State law and ofher reculations, 
whic h are the regulations and the safeguards under whic he the private 

rain trade operates, So, we do have somewhat more security ia the 
storage of CCC grain than the private trade has. 


REGULATIONS PERTAINING TO HANDLING STORAGE, ETC. OF CCC-OWNED 
COMMODITIES, ETC. 


Mr. Warrren. I would like the record to contain a copy of vour 
regulations with regard to the handling of grain and the dates on which 
the various changes were made. | would like to have vour regulations 
as of the beginning of this series of cases and any modifications which 
you have made in your regulations since then. I would also like to 
have copies of your earlier agreements and any modifications, and your 
latest avreements. 

(The information requested is as follows:) 


INSTRUCTIONS ISSUED PERTAINING TO HANDLING, STORAGE, MAINTENANCE AND 
DiseosiTion OF CCC-OwNED COMMODITIES, STRUCTURES, AND EQUIPMENT 


General instructions pertaining to handling, storage, maintenance, and disposi- 
tion of CCC-owned commodities, structures, and equipment was contained in 
instruction entitled ‘Commodity Loan and Purchase 2” prior to September 1949 
These instructions were general, and it was determined that more detailed instruc- 
tions were required (1) to improve the administration of the over-all program and 
2) to place more stringent controls for the operation of the program due to the 
large-scale operations required beginning during the latter part of 1949. It 
should be noted that the number of storage structures owned by CCC prior to 
purchases made in July 1949 were very small compared to the number acquired 
subsequent to that date. 

Jecause of the critical shortage of storage space beginning in 1949 and the 
acquisition of structures by CCC in large numbers, it was necessary to issue and 
place into effect, in the short st possible time, more detailed instructions and new 
and improved methods of operation. 

Beginning in September 1949, instructions were issued in the form of memo- 
randums and wires to field offices to supplement the existing general instructions, 

During the period from September 1949 to July 1950, a total of 41 memorandums 
were issued to field offices to cover new procedures, or improved 1 hods in this 
yperation. In addition, numerous wires were issued to field pr si in a like 

anner., 

In order for operating personnel to have all the individual memorandums and 
to bring all existing instructions up to ¢ date for more efficient operation and eadyv 
eference, beginning in July 1950, all such procedure was combined and | mie pe a 
part of the Commodity Loan and Purchase Handbook. Instructions covering 
hese Operations are contained in parts VI, VII, VIII, and IX of the handbook. 

There is listed below a brief description of some of the changes and improvements 
nstituted through the memorandums of instruction issued during the period 
September 1949 to July 1950: 

1. Details of installation of ducts and methods of drying or cooling CCC corn 
to insure safe storage. 

2. Instructions to be followed and records to be maintained concerning disposi- 
tion of damaged grain-storage structures. 

3. Protecting stored grain from damage by insects outlining methods and 
fumigants for such purpose. 

1. Care and preservation of storage structure sites and equipment such as 

ncing, graveling roadways, locks, removal of debris, spilled grain, ete. 

5. Rental of CCC structures not needed for storage of CCC commodities. 

6. Corrective measures to be taken to prevent high moisture and deterioration 
f grade of corn stored in CCC bins. 





moisture seepage 


reference and utilization 
name of ( ( i>. 


problems arising 


an storage agreement was prepared and issued in 1947. The orig 
as amended in 1949 to accomplish changes deemed necessary 


program require me nts and modificatior s det med advisable 


agreement was effected in 1951 


revision was designed to accomplish the following: 
a) Eliminate all known ambiguities in the 1949 agreement and to clarify t! 
sections and provisions which had proven to be difficult to administer and oper: 
e. g., Warehouseman’s obligation to maintall he warehouse, insurance reqi 
ments, 
hb) To clarify the responsibilities of the warchouseman and CCC, especia 
those functions relating to (1) the basis and manner of storing and handling bea 
so as to preserve quality and guard against loss and deterioration, (2) the minim 
hich the warehouseman must observe In stacking and warehousi: 
stored in sacks, (3) responsibility for maintaining condition, (4) load 
ments, and (5) elarification of the settlement procedure 
Insofar as practicable pattern the sections and provisions of the revis: 
bean agreement after the uniform grain storage agreement so as to standard 


procedures and operations 


\GREEMENT 
rgqreement 
Che original seed storage agreement was formulated in 1944 It was amend 
from time to time until 1948 when a complete revision was made. 
Present agreement 
To comprehend changing program and operating requirements, another revisit 
the seed storage agreement occurred in 1950. The current agreement Ww 
irther amend in 1951. The present agreement, while following the gene 


provisions of the original contract, strengthened and improved sections which | 


been difficult to administer. For example, the 1951 amendment imposed speci! 
ling and stacking requirements for seed stored in bags so as to guard agai 
‘ommodity d ‘joration and to permit proper sampling In other respects t 


agreement f h “d he un ) storage agreen 


UNIFORM GRAIN STORAGI AGREEMENT 


hor grain storage agreement 


riginal uniform grain storage agreement was formulated in 1940. 

reement was changed from time to time to correct operating deficiencies m 

the trade and Department officials. 
Revision in agreement in 1950 

There was a general revision of » uniform grain storage agreement effect 
in 1950 to accomplish the following: 

a) To remove any known ambiguities in the agreement and to clarify t! 
sections which had been difficult of interpretation and administration; e. g 


revision of the format and by rephrasing and simplifying the language of the va 
ous sections of the agreement 
hb) To clarify the responsibilities of the warehouseman and CCC; e. g 
‘ase a Warehouseman claims grain is in danger of deterioration and seeks rel 
inder the agreement he must substantiate his claim with an official inspect 
i When the probability or degree of deterioration has been establishe 
t he responsibility of cA, to determine disposition 
To incorporate such changes as the experience of the PMA commod 
idiecated to be necessary or mutually advantageous to the warehousema 
'; e. g., load out and settlement provisions and period for payment 


’ 








To rearrange the sequence of the sections along operational lines and to 
simplify the language. 
To exclude from the contract those provisions which were not part of 
ntractual arrangement and which could be idled more satisfactorily through 
idininistrative action; e. g., reference to ‘country run quality” which 
lefinable grading factor. Administrative determination as to delivery 
ality when all quality factors are not shown on the warehousi 
spection certificates. 
in the 1950 amendment there is particular emphasis on the 
responsibility to maintain the grain in the warehouse from whic! 
receipts were issued and to be responsible for delivery of like qu: 
or to settle with Commodity Credit Corporation on the bas 
lifferential. 
INTERPRETATION OF STORAGE AGREEMENT 
Old method of intern) ng ; qq) nent 
Prior to 1950 ther \ 1 niform procedure for 


iform storage avreement 
l'niform interp etation of rag rgreements 


PMA State and commodity offices were put on notice March 31, 1950, tha 
interpretations of the various uniform storage agreements Ww d be iss 1 bv the 
Washington office. Thereafter, i terpretations were made and issued to the PMA 


i¢ 


co nmodity offices after consulta ion with PMA officials cone 
the warehouset 


t + 


tions to release nese Interpre ) 
tations were subsequently reproduced and included in the warehousemer 
handbooks. This has resulted, to a very great extent, in a standardizatio 
the administration of the agreement and settlement theret 


ations to 


DETECTION AND INVESTIGATION 


Instructions for handling CCC claims 
These instructions were restated last in instruction 706-1 
Reemphasis and further directive 
On June 13, 1951, a wire was sent to all PMA commo 
specific attention to instruction No. 706-1 and outlining f 
measures as follows: 
1) Where loading orders or notices to deliver are issued to 
‘alling for delivery of CCC commodities, if warehouseman does not comply 
lelivery schedule requirements, immediate investigation must be e 
mine if the wo rehouseman is unable to deliver commodities 
2) PMA commodity offices will immediately request. i 
Office of Compliance and Investigation on all reported or 
“conversion. 
3) Where the PMA commodity office, upon preliminary 
reason to believe that there has been an intentional econversi 


iodities by a warehouseman, the case will be referred immedi: 
torney’s office with a request that criminal prosecution and civil 
PMLA commodity offices will review their existing bond requireme 
i view toward increasing bonds where justified because of financial 


varehousemen or for other reasons. 

5) PMA commodity offie:s will thoroughly review the li 
uses with a view toward removing from that list any wareh 
doubtful financial status or whose housekeeping and general ware! 

do not measure up fully to our standards, 


ROCEDURE ON WAREHOUSE APPROVAL FOR GRAIN, RICE, 


bp ocedu ‘ 
Prior to 1951 ¢ ate | ruction to be followed 
ler the vario 
i proce iy é 
Effective February 1951, a revised instruction was released 
following: 
a) Consolidated into one general proc lure all prey 
ertaining to warehouse approval. 





b) Restatec 1e imum financial and bonding requirements for each « 
modit 


Provided the type of form to be used in applving for approval of wareho 


‘d the type and new form of bond to be furnished in those inst: 
varehouseman is not bonded under the United States Warehouse 


required by g ‘rning bodies of contract mar 


applications for approval for country warehouses 
and State committees for their recommendat 
he PMA commodity office. 
ments or applicable supplements shall be 
Yr cial Ss In the printed matter of 
for approval shall be carefully reviewed 
prope rly equipped to handle and store the co 
storage agreement: i. e., that facilities are availa 
2) determining proper grades and quality, 
9x, (4) delivering the commodity, and (5) such o 
PMA commodity office, may deem justified. 


AREHOUSES HANDLIN BULK RAINS 


The Office of Audit has been auditing commercial warehouses handling fr 
1 processed commodities and tank facilities covering oils produced from a 
‘al comm ies for several years on a test basis. The examination invol 
ificat ‘the quantities held for the account of C¢ 

unexplained shortages 


which time an audit was being made of 
g bulk grain transactions, the Office of Au 
‘al verification of bulk grains in nonfedera 
was ordered by the Assistant Administrator 


audit of the Dallas PMA commodity 

tstanding for extensive periods 
United States Warehouse A 

are periodically checked by PMA inspectors. 

10U the Dallas area was started in July 1951.) The 
re number of shortages. Accordingly, the same kind of aud 
n-wide. Appropriate civil and criminal action is being tak 

involved a he cases against them are investigated a 

i and Investigation 

of PMA commodity offices revealed 
hat physieal inventories of grain warehous 

This may be explained by the fact that 

no material long-term storage of CCC-ow1 

! Beginning in 1949, beeause of reduced volume of exports and 
over of the 1949 erop, CCC was placed in a long-term storage positi 


<s through conversion or misuse 


INSTRI PIONS OQN APPROVA OF WARBHOUSES FOR THE STORAGE OF COTTON 


program, the New Orleans PMA commodity of! 


| of warehouses for the storage of cotton, but war 
iu d States Warehouse Act or operating under 
house system were not required to furnish additional data as to the 
sponsil warehouse structure. 
1950 cotton loan program, the PMA State and county committees we 
process applications for the approval of warehouses and to make reco! 
mendations of approval to the PMA commodity office The criteria for appro 
\ herwise the same as that followed under the 1949 cotton loan program 


MitVv and type ol 


ifter June 12. 1951 
Instruction 621.4, entitled, ‘Approval of Warehouses for the Storage of Cotto 
as issued to the PMA commodity offices and applicable PMA State offices sett! 
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n in detail and prescribing the procedure to be followed 
semen’s applications for approval under the 1951 cott 
ruction contained information covering what woul 
iseman with respect to his financial stabilitv, bond 
therein to assist field offices in making approvals of warehouses 


| he req 1 


, and informatio: 


UNIFORM RICE STORAGE AGREEMI 
ginal agreement 
Che first uniform rice storage agreement was issued 
mn suggestions and recommendations received from 
, the PMA commodity, State and county offices, an 


ent agreement 
\ complete revision was accomplished in 1950 desi 
onsibilities and operations which experience hac 
sirable. The present agreement is more specific t 
on which rice is handled or store: 


sponsibility in connection with maintaining conditi 


he 


isions The current agreement a 


lement proy 
‘act in that it contains a requirement that all 
he agreement, except rice owned by CCC, shall be insured, 
trance being borne bv the producer. 
NDBOOK FOR WAREHOUSEMEN WORKING UNDER UNIFORM GRAIN 
AGREEMENT 


Old operation instructions to ware housemen 

Prior to 1950 instructions to warehousemen with respect to the uniform grain 
storage agreement were received in meetings and through correspondence, con- 
ducted primarily by the PMA commodity offices. 
Vew ope ating instructions to warehousemen 

During the spring of 1950 each PMA commodity office, in cooperation with the 


Washington office, developed a Handbook for Warehousemen Operating { 


the Uniform Grain Storage Agreement. The purpose of these handbooks was to 


define the administrative and operational responsibility of the PMA co nmodity 
State and county offices and to establish and explain to warehousemen the pur- 
pose, intent, and general operating procedure to be followed under th: ) 
in storage agreement. Included in these handbooks are detailed expl: 
1e salient provisions of the agreement, with particular emphasis upon r 
sibilities for receiving, storing, loading out, and settlement The text i 
supported by exhibits illustrating the forms and documents which are us 
carrying out the program. Also ineluded are copies of all interpretations is 
by the Washington office in response to inquiries requesting clarificatior 
explanation as to the purpose and intent of various provisions and tions of the 
iniform grain storage agreement. 
These handbooks have tended to standardize operations 
uuntry and have provided members of the trade with a set of t 101 I 
directives which indicate and explain in detail the procedure to be followed in 
handling and storage of commedities under the grain price-support program 
These handbooks have been a major factor in eliminating problems such as im- 
proper documentation, misrouting of shipments, tardiness in effecting settlements, 
and have simplified and produced a more harmonious operation. Verbal 
and written expressions from the trade confirm this. 
Prior to final approval and release to the trade, the draft of each office’s hand 
ok was reviewed by appropriate PMA Washington personnel, and in those 
instances involving legal problems, by the Office of the Solicitor. 


i? 


EPS TAKEN WITH RESPECT TO QUALITY INSPECTION OF COMMODITIES IN STORA‘ 


y prior to A 
On processed ¢ 1 eS nerallv, the polies was to order inspections at 
<teted interve from ie Weshingion and. field office: There existed no 


mprehensive i meti » condition of commodities, nor was there a 


‘le of frequency of inspections 
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Present policy PY 

At the present time field offices are operating under an instruction wl ay 
requires Inspection and re il spection of +e & fresh and processed commodit 
including bulk oils, on @ specified frequency. Frequeney of inspections vari 

accordance with the nature of the commodity. ce 

Eramples ‘* 

Nonfat dry milk solids 6 months efter storage date ea 


every 90 days thereafter. 


Butter, bu } = in tubs or boxes 90 davs 
Cheese, natural ON davs co 
Dried wt eggs 90 days A 
Beaus and peas 60 devs. Mev through Septeml tl 
90 devs. October throug Ay I 

Bulk raw linseed oi] 6 months 

Bulk crude sovbean oil R 30 davs. 
Bulk crude tung oil ® months pl 
Mexican canned meat 30 davs. pa 
1h 
NOTE. This schedule does not apply to eommodities stored under 2creeme ‘ ns 

where warehouseman has responsibility for delivering specific grades. 

al 


INSTRUCTIONS ON WAREHOUSE EXAMINATIONS AND APPROVAL FRESH AND bi 
PROCESSED COMMODITIES AND BULK OILS 


Po 


( prior to October 27, 1950 ” 
PMA Instruction 620-1, entitled “Storage Acquisition and Contracts,” was it G 


existence and contained general information on the examination and approval of th 
warehouses for the storage of fresh and processed commodities but did not specify : 
standards and criteria in a detailed manner re 
Policy after October 27 1950 

Part of PMA Instruction 620-1, entitled “Storage Acquisition and Contracts je 
on warehouse examinations and approval, was revised October 27, 1950, a rr’ 
renumbered 621-1. This revised instruction prescribed standards and criteria Ch 
for warehouse approvals for fresh and processed commodities, including bulk ho 
oils. The standards included in this instruction are: 


‘1. The warehouseman will be an existing entity, organized in good faith ai 
a warehousing business, and, if organized in the corporate form, m 
have specific authority to do a warehousing business qu 

‘2. Warehouseman must be solvent. 

“3. Warehouseman must be able to furnish a contractual performance bo et 
by acceptable corporate surety to guarantee faithful performance of contra = 
when required. pa 
‘4. Warehouseman must furnish copy of his public tariff and regulations, 


operating 


applicabie 
*°5 Facil tv must be of sound construction, in good repair, an ] have the ne 


sary equipment for handling and storing commodities 








“6. Facility must be under the control of the contracting warehouseman a ? 
a 1Hnes Br 
“7. The insurance rate must not be excessive for either the building or t fr 
commodities stored therein. 
cilitv must not be adjacent to undue fire hazards, nor unduly subj 
langer. 
“9. Where the State law requires that a warehouseman must be licensed to a 
as a public warehouseman, evidence of such licensing must be made available 0 
posted 
‘10. Products that are more inflammable than CCC-owned commodit 
should not be stored within the same fire risk R 
‘V1. CCC commodities should not be stored in the same room or compart! 
with any other commodities which may affect the keeping quality or flavor | 
CCC commodities. 
“12. Facilities with earthen floors should not be approved.”’ | 
This instruction also prescribes for the emergency approval of a warehouse reg 
the Director of the PM-A Commodity Office or his designee to authorize use of a4 Dj 
storage facilitv prior to inspection, except in the case of bulk oil storage. Emer wa 
gency approval of tank storage should not be made until the tanks have bee! an 
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examined by a licensed surveyor, or other qualified it 
ypproval. An emergency is defined as a condition which 
, or loss of the commodity in the event it is not immediat 
The financial sigs ments provided in the revised instruction requires that a 
etermination of the financial responsibility of the warehouseman is to be bas ed 
upon the submission of a completed Commodity Credit nanan Form 68 


Statement Showing Assets and Liabilities,” by the warehousemar In the case 


erlora- 





of a partnership, a separate statement is required for the partnership and for 
each individual of the partnership. 
It is required under this revised instruction that PMA Commodity Offices 


determine whether a bond is required after consideration is given to the financial 
condition of the warehouseman and the value of the commodities to be stored. 
As a guide, 20 percent of the total value of the commodities that may be stored in 
the warehouse at any one time is considered normal with respect to the amount of 
bond to be required This amount, however, may be reduced or increased in 
‘ceordance With the judgment of the Director of the PMA Commodity Off 
Periodic inspe ‘tions of warehouse facilities and commodities stored therein, are 
prescribed in the instruction. Reports on such subsequent inspections are pre- 
pared by the examiner and are reviewed in the PMA Commodity Office to deter 
mine whether any corrective action with respect to warehouse or commodity 


conditions is required 

Chis revised instruction is the first PMA instruction containing specific star 
ards and criteria to be used in connection with the approval of warehouses for 
bv CCC in storing fresh and processed commodities, including bulk oils 

Mr. Wuirren. There is one other thing I would like to pursue 
further. In the case of bankruptey or receivership, of course, the 
Government has first claim on the assets. You have also pointed out 
that vou cau in these cases trace the Government’s property and 
recover it from those who have rotten it. 

Now, is that only true so long as the identity is kept so that vou ean 
trace it, or would that be true even after a flour mill, for instance, had 
eround the wheat and sold it? In other words, would you have a 
claim against the general assets of a company which had innocently 
bought the property from one of these persons who was selling it 
without any right under the law? What is the situation? 

Secretary BRANNAN. T would like to have Mr. Hunter answer that 
question, please. 

Mr. Hunrer. We think perhaps we would have that right. Ou 
interests would have to be probated as against the interests of othe: 


parties, of course. 
GRIFFIN GRAIN CO., INC., FRISCO, TEX. 


Mr. Harriti. Mr. Chairman, referring to the case which Mz 
Brannan read into the record just now, that did involve a collection 
from a flour mil that purchased stolen grain. 

Secretary Brannan. That is in the old 1946 case? 

Mr. Harrity. Yes. 

Mr. WuHirren. Since that case has been mentioned, pe hi aps we had 
better incorporate in the record the details in connection with it 

A statement concerning this case is as follows: 


R. E. (Bor) Grirrixn, MANAGER, GRIFFIN GRAIN Co., INc., Frisco, TeEx.—DrE 
FRAUDING THE GOVERNMENT—CoOMMODITY CREDIT CORPORATION WHEA1 
Loan PROGRAM 
Investigation requested early in 1945 (exact date unknown) by W. B. Lathrop 

regional director, CCC, Kansas City, Mo., and conducted by the Investigation 

Division, Farm Security Administration. Authorization for the investigation 

was given by Frank Hancock, Administrator, Farm Security Administration, 

and President, CCC. Report of the Investigation Division, Farm Security 
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Administration, dated April 4, 1945, and disclosed shortage in 1944 CC( 
wheat handled by the Griffin Grain Co. 

On November 1, 1945, the regional attorney, Office of the Solicitor, Da 
Tex., referred the case to the Compliance and Investigation Branch for fur 
development to inelude handling of 1941-42-48 CCC loan wheat by 
Griffin Grain Co. and to establish criminal liabilitv, if any A civil action 
then pending in Federal court against the company 

C. and I, report dated November 20, 1945, submitted to the regional attor 
on that date. The report dealt with the vears 1941-44, inclusive, and disek 
a net shortage to CCC of 56,644.19 bushels of wheat with a liabilitv to pr 
parties (growers) of 10,026.95 bushels or a total shortage of 66.671.14 bus 
It was disclosed that R. E. Griffin sold CCC and otber wheat, diverti 
funds so received to his personal use From March 1, 1944, to Decemb«s 


1944, he diverted $79,196.43, of which amount $16,407.73 apparently wer 


y 


to pav gambling debts. 

©. and I. audit report dated Apri! 24, 1946, submitted 

On June 9, 1946, civil suit filed in United States district. court, Dallas, Ty 
against the International Milling Co., Greenville, Tex., to reeover $111,633 
converted wheat purchased from the Griffin Grain Co Of this amount, $76,105 
represented the value of CCC wheat. 

On August 28, 1946, R. E. Griffin pleaded 
Commissioner Catherine W. Grey, Sherman, Tex., to a criminal! complaint 
he wrongfully converted CCC wheat 

On November 26, 1946, Griffin indicted by a Federal grand jury at 
Tex., on 12 counts of converting CCC wheat. 

On April 22, 1947, Griffin found guilty by a jury and on August 
tenced by Federal Judge Randolph Bryant to serve 2 years in prison. Griff 
was received at the Federal Correctional Institution, Texarkana, Tex., on Augu 


not guilty before I nited Sta 


Sherma 


12, 1947, se 


15, 1947, to commence serving his sentence. 
Final civil settlement in the case resulted in a complete reeovery to CCC in t 


amount of $79,137.17. This was made up of a settlement by the Internatio 


Milling Co., recoveries on the warehouseman’s bonds, and pro rata distributio: 
the assets of the Griffin Grain Co. through the referee in bankruptcy. 

Mr. Horan. I do not believe vou identified that bulletin eithe: 
Mr. Secretary. I think vou should identify it 

Secretary Brannan. It is the Julv 1948 issue of Marketing Actis 
ities, published by the United States Department of Agriculture. 


HARRY J. SOLOMON AND LATHAM WHITE, DALLAS, TEX. 


Mr. Wairren. Proceeding then, vou say that vou have remov 
Mr. White and Mr. Solomon from the Dallas office. Now, thev 
also listed here as having received favors. On what ground did vo 
remove them? 

Secretary Brannan. Mr. Chairman, the best answer to that woul 
would be to put the citation of charges into the record, if we can supp! 
that for the record. 

Mr. Wiirren. We will be glad to have that for the record. 

Secretary Brannan. We can supply one for both White and Sol 
mon. ‘To just generally define it, we make reference to a series 
administrative deficiencies and inadequacies. I would sav that the 
cases turned primarily on the failure to follow up loading-out ordet 

(The letters of charges are as follows:) 

DECEMBER 29, 1951 
Mr. Harry JAMES SOLOMON, 
Dallas, 7 
rough Administrator, Production and Marketing Administration. 
ce from the Producti 


following instances 
Ri 
i 


Th 
Sir: There are before me for consideration, by 
and Marketing Administration, reports which disclo 


your failure satisfactorily to perform the duties and responsibilities of your « 
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Failure after August 1, 1950, ¢t 
price of rough rice on date of sale. 
2. Failure to comply with instructions calling for purchase of rice 
shipside during the latter half of January 


0 follow instructions to dete 























and first half of February 1952. 
3. Improper use of exchange agreements and failure to apply current arket 
counts in determining cash settlements. Also failure promptly to handle 
yvarehouse receipts. 
t. Failure to make use of available internal controls to assure that outstanding 
iding orders applicable to wheat and grain sorghums were properly honored, 
lhe reports further disclose that during the ; pproximate period from) ( Ls 
1949 to October 1950 vou were the recipient of gifts and gratiti < fro perso 
r firms with which vou had business relationships, in violation of De: + ent 
lations (8 AR 2001) and Production and Marketing Administratic i ruec- 
ns It appears also that vou knew of and condoned the practicc of accer nee 
f gifts and gratuities by employees under vour jurisdicti 
Further details pertaining to the foregoing charges have been mad ) 
either during the investi on Or subsequen vy, and’ vou are therefore fa ir 
h them 
In view of the foregoing, you are hereby charged with nels of duty and con- 
ct prejudicial to the service. and vo 1 are directed to show cause wh: vou should 
of be remove 1 from your position You Will be allowed 15 lay tr ! ( late 
your receipt of this communication. personaiiv to answer the said irges j 
vriting and to submit such affidavits or other evidence as vou may care » have 
sidered in connection with vour answer. 
By direction of the Secretary of Avricuiture 
Very truly vours, 
James L. Bucx ry 
Leline Directo of P inel 
eee ees 
DrECEMBER 29. 195] 
Mr. Laraam Where. 
Dire clor, Commod ly O fice Dallas Ti be 
Through Administrator Production and Marketir g Admir Ist iO! 
Str: There are before me for consideration, by reference from the Production 
and Marketing Administration reports which Ciselose the followiy nstaneces of 
our failure satisfactorily to perform the duties nd responsibilities of vour off ce, 
1. Failure after August 1, 1950. to f. How instructions to Cetermi market 
rice of rough rice on Cate of sule \lso failure promptly to deliver warehouse 
ceipts to purchasers. 
2. Failure to comply with instructions ‘alling for purechsse of rice for very 
shipside during the latter belf of J: nuary and the first half of Februar 1952. 
3. Improper use of exchange agreeme ts and failure to apply current may cet 
scounts in determining cash settlements \Iso failure prompth ware- 
Ouse receipts 
!. Failure promptly to adjust the personnel of the Dallas o to 
‘cord with changes in the volume of program « } 
». Feilure to use of aveilable internal controls to 2< ire 
ing orde ble to whest end grein sorghun were Prope ore 
| e report rther Ciscl se that du i? r the approxime ts period fro} ( bristmas 
WS to Octol er 1950. vou were the recipient of gifts: nd gratuities f Om Persons or 
rms with which vou had | iness relationships, in violatio of Department regu- 
tions (8 AR 2001) and Production and Marketing Admini oO structions 
appears also that vou knew of and condoned the practice of eptance of gifts 
d gratuities by emplovees under vour jurisdiction 
Further cetails pertaining to the regoing charges have heen made know) to 
1 eit! er during the investigation Or subsequet tly, and vo t tneretore familiar 
+}, «1 el 
In view of the foregoing, vou are hereby charged with neglect of dutv and con- 
et prejudicial to the service, and you ar directed to sho ( Vv vou should 
be removed from your position You will be allo 110 s fron ed ( 
ur receipt of this commm ication, personally to answer th aid rges in writ- 
and to submit such affidavits or other ¢ idence as vou may care t have n- 
ered in connection with vour : Vel 
By direction of the Secretary of Agriculture 
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Mr. Wrirren. In connection with my request for vour gen 
regulations, | would also like vou to include any regulations vou mi: 
have with regard to loading-out orders. One of the complaints ma 
by the Comptroller General is directed to that, and our own inves 
gators state that is one of the weaknesses of the system that has ay 
followed, namely, the lack of close follow-up of loading orders. — | 
some instances the loading order has carried with it the warehou 
receipt, so that for an extended period of time, in a few instances 
least, the warehouseman has had both the warehouse receipt and | 
orain. 

The instructions were as follows:) 


INSTRUCTIONS ON Loap-ovr ORDERS 
On June 13, 1951, the following wire was sent to directors of all PMA eo 


shortages in stored commodities. particularly be 





In view of the increase of 
c pea 


und grain, it is brydy ative that the applicatior of our pr cedures with resp 
to storing of oul coinmodities and our dealings in general with warehouse 
be reviewed, and where any practices are found in vour office whieh do not adhe) 
trietly with procedures and good businesslike dealings, immediate steps 

€ TAK? to corre I € CO li y] 

In addition to adhering strict! to instruetion 706-1 entitled ‘Instruet 
or Har dling Certain Claim by ail d Aga at, 13030) oi | Crim al {'s eS Invol 
CCC Programs,’ directors of PMLA commodity offices shall do the following: 

1) Where loading order r notices to deliver are issued to warehouse 
calling for delivery of CCC commodities, if warehouseman does not comply 
a dule requiret I te investigation must be made to det 

if the warehouseman is unable to deliver commodities 

2) PMA commodity offices will immediately request investigations by 
Office of Compliance and Investigation on all reported or suspeeted cases 


cOonversio! 





3) Where the PMA comm upon preliminary investigation 
re n to believe that there ha intentional conversion of CC ¢ 
rdities by a warehouseman, t referred immediately to the regi 
attorney's office with a request that criminal prosecution and civil action be tak 
1) PMA commodity offices will review their existing bond requirements \ 
a view toward increasi! where justified because of financial instabilit 
housemen of for other ys 





9) PMA commodity offices will thoroughly review the list of appr 
warehouses with a view toward removing from that list anv warehouses that 
doubtful financial status or whose housekeeping and general warehou 
practices do not measure up fully to our standards 

oun Dean, 
* Acting Ass stant Admin strato for Commod fy Operation 


Mr. Warren. Now, did you make a thorough investigation 
determine what the gratuities were that were accepted 1 Lathat 
White and Harry Solomon? 

Secretary Brannan. We can put a statement into the record o 
all of those. 

Mr. Wuirren. We would like to have that for the reeord. 

(The information is as follows: 














/ 


J 
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Mr. Wuirren. Were any of these gratuities, so-called, given by 
persons who, it was later developed, were guilty of conversion? 

Secretary BRANNAN. No, sir 

Mr. Warrren. This line of questioning has been largely along th 
line of the ace eptance of gratuities in the Dallas offee. I might say 
that next J intend 1 o go into two or three reports from our investi 
gators with regard to improper influence. Are there any further ques 
tions on the acceptance of gratuities? 

Mr. ANDERSEN. No further questions 

Mr. Horan. | have no questions. 


JACK COWART, DALLAS, TEX., OFFICE 


Mr. Wuirren. Proceeding then, another statement where it is 
claimed 


e2dmir istrative assistant M A Administrat 


tor improperly sought 
sdvenece informestion coneer see bids submiited to the Depariment o1 
it he see yperly sought to influer 
‘CC-owned comm oditie sin certain Warehouses in the Dallas, Tex 
et he wes su =f) prevel tine for 2 vears the 


ASS1IQ hme 
nai ak tie “Pp TA De llas office of au 


of audit to that tv stat 


sTorage contract It 


c 


rrores 


Mr. ANDERSEN. Can vou give us the name of that individual? 

Mr. Wairren. I was going to ask the Department to identify the 
individual and to give us such information and such report as vou have 
on the ease, telling us what the facts are as vou find them. 

Secretary Brannan. Mr. Chairman, this ts only a guess, but I as 


sume they are talking about Jack Cowart. 
Wuirren. He is listed as Cowart, assistant to the PMA Ad- 


miinistrator. 

Secretary BRANNAN. Can you 
vou were reading from? 

Mr. Wuitrten. That is page 29 
been supplied a our investigators 
fied by them as Cowart. 

Secretary Brannan. Then I should like 
was discharge 


refer me to the page of the report 


of the report. Information has 
~and the individual has been identi 


to point out that the man 
d immediately upon the discovery of something which 
I do not think is described in this report. 

Mr. Warrren. We want the full information. 
mean to limit vou in this or any other case. 

Mr. ANpersen. During what period of time was this man supposed 
to have been doing these particular things, Mr. Secretary? 

Secretary BRANNAN. It is not clear to me what we are talking about 
The report says “improperly sought to 
concerning bids submitted to 


We certainly do not 


secure advance information 
the Department oh a large grain bin 
storage contract.”’ It seems that this information may have been 
available to him. 

Mr. ANDERSEN. When did | ve the employ of the Department? 

Secretary Brannan. He was fired on August 25, 1951. 

Mr. Anprersen. How long was he administrative assistant to 


PAMIA Administrator? 


Mr. Geisster. Mr. Kruse, do vou have the date on that? 
Mr. Kruse. I think it was April. It 
Mr. Geissiter. | think that was the final separation. 

tary Brannan. 1 will amend my answ 


V 


Was betore Aucust. 


rand say that he was 
earlier. We will supply 
- of final termination, althoug! thint vi August 23, 1951 


d, relieved of all activities 
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Mr. ANprrseN. For how long had he been employed in that par- 
icular position, Mr. Secretary? 

Secretary Brannan. We will supply that information, but he had 
been there for a year or two. A former Administrator of PMA ad- 
vanced him quite rapidly to the position which he then occupied 

Mr. Wurrren. | would like for the record to show the Various jobs 
he held during the whole period of his service with the Department; 
also anything in his record showing the true facts with regard to these 
‘harges, or any other charges that have been or should be made. 

Secretary BRANNAN. We will supply that. 

The employment history of Mr. Cowart was as follows:) 


Employ me nt History Oo} Jack Cowart in the U. S. Department of Agri 


Lppointment Efe 

War service indefinite appointment to CCC, Office of Supply, 
Procurement and Price Support Branch, as methods lyst 
CAF-11, $3,800 per annum, Washington, D. ¢ 

Pav adjustment under the Pay Act of 1945, from CAF- 11, 88.800 
per annum to CAF-11, $4,300 per annum 

Pransfer to the Poultry Branch upon the organization of PMA, 
without change in grade or salary 

Informal reassignment from Poultry Braneh to Budget and 
Management Branch, Personnel Division, without change in 
designation, grade or salary 

Reassignment from methods analyst, CAF-11, $4,300 per annum, 
to employee relations officer, CAF 11, $4,300 per annum, in the 
Budget and Management Branch, Personnel Division 

Reassignment from methods analyst, CAF-11, $4,300 per annum, 
to emplovee relations officer, CAF-—11, $4,300 per annum, in the 
Budget and Management Branch, Personne! Division 

Pay adjustment under the Pay Act of 1946, from CAF—-11, $4,300 
per annum to CAF-11, $4,902 per annum 

Periodic pay increase from CAF-11, $4,902 per annum to 
$5,152.80 per annum 

Promotion from emplovee relations officer, CAF-11, $5,15: 
annum to administrative officer, assistant chief, kim; 
felations Section, Personnel Division, Budget and Manag: 
Braneh, CAF—12, $5,905.20 per annum 

Reinstatement in the competitive civil service, pursuant 
Ramspeck Act, as administrative officer, CAF 
per annum 

Periodic pay increase from CAKF~-12, 35,905.20 per annum t 
12, $6,144.60 per annum 

Promotion from administrative officer, assistant ehis 
Relations Section, to administrative officer, chief, | 

Relations Section, CAF-18, $7,102.20 per annum 

Pay adjustment under the Pay Act of 1948, from = ¢ 
$7,102.20 per annum to CAF—13, $7,432.20 per ar 

Transfer and promotion to excepted position of Assis 
\dministrator, PMA, DA-23, $8,509.50 per annum, for special 
assignments 

Pay adjustment under the Classification Act of 1949, exc 
sition of administrative officer, GS-15, 810.000 per annun 
Assistant to the Administrator, PMA, continuing 
assignments 

Periodic pay increase from GS-15, $10,000 per 
$10,250 per annum 

Preferment of charges by the Secret: 


Written answer by Mr. Cowart 


) 
iy 
> 
\ 


ant to the 


Suspension without pay for 30 days, pending final decisio1 
1i¢ ; 


tion with preferment of charges 

Decision by the Secretary of Agriculture and a 
from position at grade GS-15, $10,250 per ann 

Employment record igged” | USDA, Divi 


LiIOns 
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Secretary BRANNAN. | would say with respect to one of the items 
in the investigator’s report, it is a little indefinite for us to identify 
| do not see how he would have any trouble securing information, but 
mavbe he did. 

He was an emplovee and he worked directly for the Administrator 
of the Production and Marketing Administration. 

Mr. Anprersen. He worked in Washington? 

Secretary Brannan. Yes; he was a special assistant to the then 
Administrator oi PMA. He did special assignments for the Admin- 
istrator. 

Mr. Horan. He was in a position to have prior knowledge ahead 
of anvone else, was he not? 

Secretary BRANNAN. He would have knowledge of things that the 
Administrator would give him access to. 

Mr. Horan. He improperly used that. I guess that is the charge‘ 

Secretary BRANNAN. There is no evidence he did so far as we are 
concerned. He may have called the Dallas office and told them to 
prefer certain people in the storage of grain, but 1 think that evidence 
would have to come from perhaps somebody tn the Dallas office who 
received the telephone call. se would not know it here. 

\Ir. Wairrex. Has the Department made a thorough check on 
this man? Do vou have any additional information? [I want the 
storv on this man and the rest of them, as the Department has it 
The fact that it might not fit into the description given to us by the 
investigators is beside the point e want to know the full story 

Secretary BRANNAN. Mr. Chairman, let me sav this: “We removed 
Mir. Cowart for a specifie violation of his duties as a Federal em- 
plovee. We very thoroughly investigated the case in order to make 
out all of the essentials of poth civil and criminal proceedings if the 
Department of Justice decided on the latter. Having done that 
and having removed the man from our employ, we did not investigate 


> 


his possible violations of administrative regulations. It seemed to me 
that to do so would not constitute a very economical use of a very 
short staff of investigators. We disposed of the fellow entirely, and 
put a stop to any of the machinations he may have been guilty of 
around the Department. 

Mir. ANDERSEN. You mentioned violations. 

Secretary BRANNAN. You must remember | have no immunity 
here 

Mr. ANpersEN. What specific violation was he removed for’ 

Secretary Brannan. I question whether we should put in_ the 
record information which has not but in due course probably will 
be presented to a grand jury. 

Mr. ANDERSEN. We want all the information. Naturally it is up 
to us later to use our judgment as to release of such information. 

Mr. Warrren. We want the story. We will have to accept the 
responsibility of determining what to do with it. 

Secretary Brannan. If you accept the responsibility of the public 
issuance of it from the standpoint of libel laws, all right. 

Mr. Horan. Mr. Chairman, the thing I can’t get out of my mind 
is that if the American people ever lose faith in their Government, 
we have lost everything as a people. 

Here is a case which does involve faith in government. Personally 
I want the treatment of this particular case to divulge all of the facts— 
and correct the errors. 


» 
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Mr. Wuirren. At this point we will recess for lunch and reconvene 
at 2 p.m 
AFTER RECESS 


Mr. Wairren. [ wonder if vou have anything further on the Cowart 
case? If not, we will pass to something else. 

Mr. Gretsster. That has to do with the Cowart case? 

Mr. Wurrren. Yes. 

Mr. Geissuer. | think the Solicitor’s office is preparing : 
which covers four of the points raised in the report here 

Mr. Hunrer. Our statement covers two points 
pared and will be up in a few minutes. 

(The material referred to is as follows: 


The Department received information on August 2, 1951, through 
and Home Finance Ageney, Washington, D. C., that in the course 
gation made by the Ageney it was disclosed that a manufacturer 
in Texas had paid $1,374.40 in April 1950 to the emplovee’s secretary, 
turn paid $1,100 of this amount to the employee. This payment is said to have 
been made for services rendered by the employee to the manufacturer in settling 
the latter’s claim against the Commodity Credit Corporation in connec 
freight rates paid on grain bins shipped under contracts of the Commodity) 
Corporation On August 6, 1951, the employee was charged with improper 
conduct and given the opportunity of showing why he should not be suspended 
from duty or removed from his position. The employee answered stating that 
the money was received in partial payment of a personal loan to the president of 
the manufacturing company made several vears before. The employee was 
thereupon suspended without pay effective August 16, 1951, and removed from 
his position on August 23, 1951. The secretary of the employee was also an 
employee of the Department and has likewise been dismissed 

A complete investigation Was conducted by the Compliance an 
Branch of the Production and Marketing Administration begin 
1951, and a report of the investigation was made on September 
investigation showed that the money above was desposited to the : 
secretary of the employee in a trust company in Virginia and that 
deposit the secretary gave a check to the emplovee for S1,100 TI 
was deposited in the emplovee’s account in a bank in Dallas, 7 
1950. The difference of $274.40 was stated by the secretary 
by the secretary to the employee in small amounts of cash 
Che investigation report was turned over to the Office of the 
1,1951. The Office of the Solicitor transmitted the invest 
\ttorney General by letter dated October 16, 1951, for consis 
action, enclosing copies of the investigation report. The rey 
in the letter of transmittal. The Department of Justice ret 
the United States district attorney for the District of Columbia, 
consideration the question of venue, and requested further 
on this point. The United States attorney for the Distri 
the file in the ease to the Department of Justice for furt! 
Department of Justice of the question of venue. The 
forwarded the case to the United States attorney for the e: 
on January 14, 1952, stating that venue appeared to 
United States attorney was requested to present the ! ( 
the earliest possible date and to keep the Department of Justice advised of 
developments 

An additional investigation was begun by the Compliance and Investigation 
Branch of the Production and Marketing Administration on September 28, 1051 
as to the possible interest of the emplovee in a warehousing corporation in Bato 
Rouge, La. The report of investigation was made on December 11, 1951, and 
turned over to the Office of the Solicitor on December 18, 1951 The report is 
to the effect that 163 shares of capital stock of the corporation of a 
$25 each was issued on December 2, 1949, to the mother-in-law of t} 
consideration of a promissory note of $4,075. The issuar 


emplovee’s mother-in-law was made at the emplovee’s re 


r 


since he Was 4 Government emplovee, the stock she utd 


Che stock w as bought back by the corporation o7 Jar 
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plus cancellation of the promissorv note on which no payment had been mad 
The purchase money was by checks payable to the mother-in-law, endorsed b 
the emplovee and deposited in his bank in Dallas, Tex. The report shows tha 
the emplovee exerted efforts to have other emplovees of the Department awar 
contracts under which the Commodity Credit Corporation stored commoditi: 
with the warehousing corporation. 

The Office of the Solicitor is referring the whole matter to the Department o 
Justice for appropriate action 


COTTON WAREHOUSES 


Mr. Wartrren. What is the situation on cotton warehouses? 

Mr. Dean. On the cotton warehouses, as you know, relatively few 
of the facilities in which cotton is stored operate under the United 
States Warehouse Act. The standards under the United States 
Warehouse Act are more stringent from the structural requirements 
than many warehouses can meet. In Mississippi and in other parts 
of the South, a lot of the cotton storage facilities are epen on the sides 
If we had a policy that farmers had to store price-support cotton in 
only those facilities approved under the United States Warehouse 
Act, most of our cotton that would be produced in this new area would 
not qualify for price support because those facilities are not available 

Mr. Wairren. Our information is that you inspected about 600 of 
these warehouses. What did vour investigation reveal insofar as the 
CCC storage is concerned? Is your cotton getting the same treat 
ment that cotton generally throughout the area is getting? Even 
though there are fewer warehouses that meet the Federal warehousing 
standards, have vou reached any conclusion as to whether there should 
be increased demands on these warehouses that are interested in 
storing Government cotton so that in the future they will at least 
come up with other requirements? 

Mr. Dean. I would say, based on our experience in storing cotton 
our experience in CCC has been just as favorable as with those facili 
ties that were not under the United States Warehouse Act. 

Mr. Wairren. There is one thing that occurs to me, coming from 2 
cotton area, and that is this: You have facilities which are used in the 
cotton trade down there that are not too good for long periods, but 
that does not especially hurt where the cotton moves fairly fast. — 11 
fact, cotton is one commodity you can leave in the open if you turn it 
quite frequently or if you do not have too much rain. It is all de- 
pendent on moving the cotton from time to time and meeting what 
ever weather conditions prevail. A person who had cotton which was 
to be kept for a considerable period of time would have much better 
facilities than those that are sometimes used in the regular trade. 

Mr. Dean. I agree. We accumulated between 11 and 12 million 
bales of cotton under the CCC price-support program based on the 
1935 and 1937 crops. 

Much of it was stored in west Texas in facilities with open sides. 

There is one thing about this cotton deal that is entirely different 
from the grain, the fact that cotton is ina bale. It has a bale tag on 
it that shows the bale number, the name and address of the gin, and 
the weight and class of the cotton. You can go into the facility at 
any time and locate a particular bale of cotton, 
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Mr. Wurrren. You do keep identity all the way through in that 
program? 

Mr. Dean. That is correct. When an inspector goes to a cotton 
warehouse he carries a tag list which shows our bale numbers. He 
can go into the warehouse and locate those specitic bales of cotton 
That is not possible of course, in the case of oraln that has been 
commingled. 

Mr. Wurrren. The next question is this: There has been a report 
that perhaps vou did not follow up after making this study and come 
up with any set standards. Was that due to any outside pressure or 
due to conclusions drawn by vourselves? Or did you reach the con- 


clusion that it is 196 percent like it is?) What benefits did we get out 
of the study made? 
Mr. Dean. | know of no outside pressure, Mr. Chairman. | just 


recited our experience with these other facilities and that has been 


very ood. 

Mr. Warrren. What are your requirements now with regard to 
cotton warehousing? Do vou have a prior inspection of the ware- 
house before vou clear it? 

Mr. Dean. About a vear ago, Mr. Chairman, the policy was 
changed to provide that the county committee would take an applica- 
tion blank to the warehouseman., That application blank would be 
filled in at the time the committeeman was on the premises, and 
would show the type of structure, the capacity, fire-control methods, 
and other related items. That application, if approved by the 
county committee, is sent to the Commodity office for further checks 
and final approval. 

Up until about a year ago the warehouseman himself would com- 
plete an application on his facilitv, we will sav, at Memphis, and 
send it to the Commodity office at New Orleans. They would check 
the information and then either approve or disapprove in New Orleans 
Now we have checks made at the local level. 

Mr. Wairren. Youcheck it, but at the local level they havea visual 
inspection to see that the warehouse conforms to the facets on the 
applicaion? 

Mr. Dean. Yes, sir. 

Mr. Wairren. You would still reserve the right to turn that down 
if the showing were not sufficient? 

Mr. Dean. That is right. Even though the country committee 
checks it and everything might look all right, when it got down there 
at New Orleans they may question it and send it back so the countrys 
committee. If it was sent back, it would go back to the point of 
origin. 

Mr. Warrren. This subject matter was raised by our investigators 
under the head of improper influence. Has there been any undue 
pressure on you not to set up warehousing standards or to vary or 
modify vour present demand? 

Mr. Dean. I know of no such pressure. 

Mr. Warren. You are following the course vou yourself believe 
inand that which in your judgment has proved satisfactory? 

Mr. Dean. Yes, sir. Our experience will show that, I think. 
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ELEVATOR CASES, MINNEAPOLIS, MINN., OFFICE 


Mr. Wuirren. Earlier we had the matter of the 13 elevator case: 
at Minneapolis pertinent to several States in that area served by it 
It is my belief that, in view of all the circumstances, the evidence in 
connection with those cases should be sent to the Department ot! 
Justice for determination. 

I do feel that your Department should accompany that with any 
statement vou care to make as to the facts. But it is going to be the 
attitude of this committee in connection with all of these matter; 
that vou should send the information to the Department of Justic 
for study and appropriate action. 

Mr. ANDERSEN. Are you referring to the South and North Dakota 
elevators? 

Mr. Wuirren. Yes. That same position is going to be made with 
regard to all cases here. JI believe that they should be sent to the 
Department of Justice for that agency to investigate and take what 
ever action is appropriate. What you have already done may be the 
appropriate solution in some cases. But under all the circumstances, 
[ think the cases should be called to the attention of the Department 
of Justice for their fine] say rather than the Department of Agriculture 
taking the final responsibility. 


PORTAGE WAREHOUSE CO, 


Mr. Kruss. The other day the question was raised in regard to the 
Portage Warehouse, as to whether that had been referred to the 
Department of Justice. 

I have a statement here that IT would like to make 

Mr. Wrirren. We will be glad to have your statement. 

Mr. Kruse. Mr. Chairman, I was not present at the first 2 days 
of this hearing as I was visiting some of our offices in the Midwest 
[ find from a review of the testimony that the question was raised as 
to why the Portage elevator case, which involved a former employee 
of the Department of Agriculture, Guy W. Cravens, and a former 
emplovee of the Reconstruction Finance Corporation, EK. Merwyn 
Rowlands, had not been referred to the Solicitor of the Department 
of Agriculture for screening and possible referral to the Department 
of Justice. IT would like to state that this ease has been referred to 
the Department of Justice for consideration but not through the 
channel through which our day-to-day cases flow. As soon as we 
saw the file, we saw that the offense of the Reconstruction Finance 
Corporation emplovee appeared to be more serious than that of ou 
own employee. We made a report to the Reconstruction Finance 
Corporation which in turn submitted what I had been informed was a 
full report to the Department of Justice. So far as I am aware, the 
information submitted in this manner was complete and sufficient for 
the Department of Justice to bring criminal action against the ware- 
houseman, Rowlands, and Cravens if it found a criminal case could 
properly be made out. Iam, however, taking one further step in the 
matter. [am referring a copy of the file to our Solicitor with the 
request that he check with the Department of Justice and determine 
if there is any further action in the matter which we should take. To 
this date, I do not believe this case has been formally submitted to 
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our Solicitor and a representative of his office has been consulted only 
in connection with a procedure question we had in getting Mr. Cravens 
off the pavroll of the Department of Agriculture as rapidly as possible. 

Mr. Symington made a statement to the press to the efleet that 
he did not know whether the case involved illegal action or not, even 
though he was sure it involved improper action. We assumed from 
this public statement that he was referring the case to the Depart- 
ment of Justice and later some of our people confirmed that he had 
done so. 

So it is in the hands of the Department of Justice 

Mr. Warrren. Thank vou. 


STORAGE OF GOVERNMENT-OWNED FLAX 


Mr. Anpersen. I would like to ask of Mr. Kruse in regard to page 
25 of the report in reference to these North and South Dakota e.e- 
vators which happen to come under the Minneapolis office. There 
is this remark in the investigator’s report: 

However, as a result of pressure and influence brought to bear upon PMA 
officials, a decision was made not to take any civil or criminal action but only 
to penalize the converters the amount of profits made from the sale of Govern- 
ment-owned flax. 

Who brought any such pressure? Can you tell us about that? 

Mr. Geissuter. | have no knowledge of any pressure in connection 
with those cases. It certainly never reached our level. Mr. Kruse 
can speak for any contracts they might have had. 

Mr.*Kruse. | can speak on that. The farmers of that area came 
to us and pointed out that these elevators were needed and sorely 
needed to help take care of their grain crops. 

They requested us not only in Minneapolis but made special trips 
to Washington to meet with us and see if it could not be worked ou 
so they could have utihzation of these elevators in handling their 
grain during the harvest. 

Mir. ANDERSEN. It was around harvesttime this subject came to 
light; was it not? 

Mr. Kruse. That is about the time the elevators were again per- 
mitted to operate under the Uniform Grain Storage Agreement. 

Mr. ANpersen. ‘The main oilense in reference to these particular 
elevators was that these elevator operators had sold the flax which was 
entrusted to them by the Government in the hope of securing flax of a 
later crop upon which a lesser price would be set. Is that approxi- 
mately the situation? 

Mr. Geisster. What they did was to obtain some Texas flax. It 
may have been a substitution of a lower-oil-content flax. When we 
discovered this situation, action was taken on these cases. 

The intercession of the farmers in connection with these elevators 
had to do with the reexecution of storage agreements for future 
operations rather than with the settlement of civil claims or criminal 
cases. 

Mr. Kruse. In direct answer to that question: ‘Was any pressure 
or influence brought to bear on us to drop any criminal or civil proce- 
dure?” So far as I know there was none. It was all in regard to the 
renewal of uniform grain storage agreements to have the elevators 
available to store price-support grain. 
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Mr. ANDERSEN. If any criminal or civil procedures were to ly 
brought, how would they be brought in connection with those par- 
ticular elevators which, as Mr. Geissler knows, mostly are cooperativ: 
and owned possibly by four or five hundred members of the com 
munity? Would you make all of those farmers defendants? What 
would be done? 

Mr. Kruse. [I will ask our Solicitor to answer that question. 

Mr. ANDERSEN. | am wondering what action could be taken 
against such cooperative elevators, owned as they are by a great 
number of farmers in a community. 

Mr. Hunrer. We could proceed against the cooperative. 

Mr. AnperseN. If there was anything criminal involved, whom 
could vou hold responsible in such a case—-the officers of the co 
operative? 

Mr. Hunver. I think so. 

Mr. Warrren. Offhand, | do not know how they are organized, but 
a criminal act is a willful act. It has been my experience that any 
person, even though he was a cooperator or had some stock in it, who 
had no knowledge whatsoever of what was going on, has no respon 
sibility insofar as any personal criminal action is concerned there. 
There could be under some statute providing penalties against any 
organization whose officers do something which would be assessed 
there and could include the officers. If a person had no knowledge of 
it, | do not think he would be held accountable, although his organiza- 
tion might be criminally responsible to the point of being assessed a 
fine or something of that sort, as the officers might. 

Mr. ANpERSEN. Undoubtedly, Mr. Chairman, from what I know of 
those organizations, | doubt whether 99 percent of the cooperators 
know what is going on. Probably just two or three members of the 
board, including the manager, would know about that and these 
are probably ignorant of their doing anything wrong in transfer of 
stocks of grain. 

Mr. Wuirren. It could be that none of them would know. 

Mr. Gretsster. Probably not even the members of the board. — I was 
a director of the North Dakota Grain Association for a number of 
vears. That organization had a great deal to do with all the grain 
organizations of the State so | speak with some experience. What we 
find in a case like that usually is that the impropriety was on the part 
of the manager. Then we sometimes pursue that one point beyond, 
to see whether the manager operated under instructions from. the 
board or on his own volition. 

The manager Is under bond. Nobody else is, however. 

Mr. ANDERSEN. Assuming that, which I know to be correct, just 
what good could be done toward spending a lot of money trying to 
prove these people guilty? 

In the first place, it would be impossible to secure convictions in thei 
own counties in such cases because, to the average man, it would seem 
that is simply a practice which is being indulged in by the entire grain 
trade. They have a right to shift their stocks as they see fit, and buy 
and sell as long as they can show warehouse receipts for their stored 
grains. 

I really cannot see much point in going after these little elevators. 
Of course, they must give to the Government every dime plus interest 
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that they owe. I believe they have all either done that or are prepar- 
ing to do so, 

Mr. Gerssier. [ think that was the opinion of the Department in 
making this disposition that was made. 

If it is the desire of the committee to refer them to the Department 
of Justice, that can be done. 

Mr. Wairren. That is my recommendation, not only here but 
elsewhere. 

Here is the other side. Insofar as the report to us is concerned, 
there is nothing to indicate it was a wholesale activity on the part 
of the people, but it is the action of the management or the ware- 
houses. It has been my observation when a few members of a big 
organization impose on the rest of them and give them all a black 
eve, the rest of them are apt to be a lot more severe than the 
Government was in those cases. 

This was pointed out in these cases involving $10,000 or $11,000. 
That is a pretty serious offense if the other elements of a crime exist. 
| do not pass judgment on that. Was this a case where they could 
mix the flaxseed with their own, or was it a case where they had to 
maimtain the identity ef the Government’s flaxseed? 

Mr. Getsster. They could mix the flaxseed but they had to deliver 
the same quality, grade, and quantity that our warehouse receipt 
called for. 

When they started delivering this Texas flax, they had the quantity 
but probably not the quality. 

~ Mr. Wuirten. When they started delivering that, they even had 
to substitute Texas flax? 

Mr. Geitssiter. Yes. 

Mr. Warren. Did they represent this was Texas flax or did they 
represent. this was flax delivered from within their own area? What 
were their representations to the Commodity Credit Corporation? 

Mr. Greisster. Do you know, Mr. Kruse? 

Mr. Kruse. | am not sure I know the answer to that. I think 
the answer is they made no representations as to its being Texas flax 
that they were delivering. 

They were delivering it as though it was home-produced flax out 
of that area. 

Mr. Wurrren. I want you to check your records. I want to know 
whether they made any representation to you as to where the flax 
was grown, whether requested or not. If they misrepresented as to 
where the flax came from, it would be an indication that they knew 
what they were doing. 

Also, | would like for the record to show the difference in price of 
the home-grown flax as against the Texas flax of the succeeding vear. 

(Information referred to is as follows: ) 

The shortages were first discovered in August and September, 1949, by the 
Office of Investigation and Compliance of PMA. (Additional information to 
answer the above question follows. 

\ teletype from the Minneapolis PMA Commodity Office is as follows: 

1. Did warehousemen represent that flaxseed being delivered was local flax- 
seed? What was difference in actual market price as between crop years? 

None of the warehousemen made direct representation that the flaxseed being 
delivered was actually local flaxseed, nor are they required to make such deciara- 
tion under the UGSA. However, the obvious assumption by CCC is that it is 
locally produced flaxseed, fairly representative as flaxseed which was delivered by 
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local producers under the support program. This group of claims was based o1 
al conversion of stoeks established by audit of warehousemen’s records 


actu 
See settlement agreements. 


Ditference in value varies in each case. 
itions were taken to prevent reoecurrenee? 
agreements included provision that individual owners, al 
partners or all members of board of directors assumed personal responsibilit 
for future operations under the UGSA terms. 
Statement of profits. Basis of valuation used in settlement. 

\ll claims were priced as to the converted grain on the spread between sale 


warehousemen’s books. This 


as 
prices Ark 


{1 replacement costs as shown by the 
resulted in a wide variation as to bushel valuation. 


1. Dewerd Milling Co.. Milbank, S. Dak. 
3 There were three other warehouses 
hels, other three 152,000 bushels. 
Shortages occurred between April and June 1,949. (Short 3,821.65 bushels 
UGSA suspended April 27. 1950 


subject capacity 104.000 


shortage in delivery 14.35 bushels 
\ugust 28, 1950, by letter dated August 31, 1950. 


Co., Florence, Wa iba e. and Webster, S. Dak.., and Danube, Vin? 


two other elevators in Florence, subject) capacity, 20,000 
88,000 bushels; one other elevator in Waubay, 


Warehouses, 
other 


capacity, 20,000 bushels; other warehouse, 35,000 bushels; two 
elevators in Webster, subject capacity, 20,000 bushels; other} two, 55,000 bushels 
Danube facility not covered by a new contract 
1) Shortag occurred between March and April 1949 Short, 2,964.98 
bushels: act very to CCC, 68.92 bushels over UGSA suspended April 14, 


i i i t 
1950: reinstated letter dated October 2, 1950 


Le le Tlansen Vevator, Kransburg, o>. Dak. 
There were no other elevators in the same town. 
and May 1949. "(Short, 2,139.09 


3 
1) Shortages occurred between January 
} GSA suspended April 14 


hels: actual shortage in delivery, 65.20 bushels. I 


1950; no application for reinstatement 


F. Reese Elevator, Aberdeen, S. Dak 

There were other elevators in the town. 
April 1949. Short, 1,184 bushels: actual shortage on 
was completely 


1) Shortage occurred : 
15.17 bushels.) UGSA not suspended as the warehouse 


( 
re Jey uaryv 16. 1950, and UGS \ hot renewed tO cover this location 


livery, 


‘ 
f; 
HV fl 


Poslyn, S. Dak. 


tl subject capacity, 40,000 


Was one other elevator in the same town, 
‘ capacit 7. 25 000 lh ishels 
s occurred between April and June 1949 
delivery, 5.00 bushels UGSA suspended April 14, 1950 
25, 1950, by letter dated August 28, 1950. 


Granv le, N Dak. 
There were no other elevators in the same town 
Shortages occurred between April and June 1949. Short, 
683.34 bushels USGA not suspended, claim deter- 


tice Of CcOnversio! 


Short, 3.877.42 bushels 


5SO.95 bushels 
shortage in delivery, 
‘esented and paid promptly upon receipt of no 

Bottineau Elevator Co., Kuroki, N. Dak, 


‘I here were ho ott or elevators ith the same town. 
tween March and April 1949 Short, 3,817.77 
, 30.66 bushels over USGA suspended April 24 


) 
) 
1) Shortages occurred be 


actual delivery to CC( 
instated by letter October 2, 1950. 
Wo Co.. Tok 0, Vv. Dak. 
There were no other elevators in this same town. 
26, 1949 Short, 448.93 bushels USGA 


in this case as claim determination billing was presented and paid 


S| ortages occurred October 


upon receipt of notice of conversion 
Co., Tower City, N. Dak. 


was one other elevator in this town, subject capacity, 55,000 bushels 


&2.000 bushels 
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(4) Shortages occurred between \pril and May 1949 Short, 1,658.39 bu 
actual shortage in delivery, 138.58 bushels. USGA suspended April 2 


reinstated August 25, 1950, by letter dated September 7, 1950 


10. Farmers Cooperative Elevator Co., Dawson, Minn. 


3) There was one other elevator in this town, subject capacity, 120.000 bus} 
ther capacity, 64,000 bushels ; 

$) Shortages occurred between March and April 194 Short 1.050.70 
bushels; actual shortage in delivery, 577.22 bushels. USGA suspended Apri} 24 
1950; reinstated August 23, 1950, by letter dated August 31. 1950 

| ee ] Jol nson Elevator. E hou Lake, Minn. 

3) There were two other elevators in town, subject capacity, 65,000 b 
other two 65,000 bushels P 

} Shortages occurred between S« ptember L948 and January [O49 ~ 
81.80 bushels. No actual shortage when delivery accomplished UCGsA 
pended April 24, 1950 No reinstatement requested 


12. Beardsley Grain & Feed ¢ o., Beardsle 4, Minn. 

3) There was one other elevator in the town, subject capacity, 102,000 bush 
other capacity, 16.000 bushels 
13. Wendell Grain Co., Wendell, Minn. 

3) There was one other elevator in the town, subject capacity, 97,000 | 
other capacity, 46,000 bushels. 


1) Shortages occurred between August and October 1949 Short, 2,978.7 
bushels; actual shortage on delivery, 1,072.80 bushels IIGSA 1 < vended a 
the claim determination billing was presented and paid prompt pon receipt « 


report of the conversion. 

14. Interlake Mlill & Elevator Co., Browns Valley, Mino 

(3) There were two other elevators in the same town, subject capacity, 52,000 
bushels: other two, 150,000 bushels. 


’ 


$1) Shortages occurred between April 1949 and April 1950 Snort. 2974.72 
bushels; actual shortage on delivery, 35.40 bushels UGSA not suspended 
claim determination billing was presented and paid prompt 7. ( 


report of the conversion 


Mr. Wairren. T want to know whether vou found these warehouss 
men were not trustworthy as in this particular transaction and what 
special precautions, if any, vou exacted from them before you started 
dealing with them again under vour uniform storage agreement 

Mr. Kruse. The first case that came up was when the producers 
said they needed the elevator to take care of the grain in the local 
community, that was the only one elevator in the community, that 
thev had no other way of taking care of their grain. We had refused 
to continue to do business with the manager of the plant and asked 
them to get a different manager. This they did not want to do 

We said that we would not do business with them unl 
another manager 

They finally proposed, and [ think that 1s what we accepted, that 
the board of directors, instead of the manager, assume any and all 
responsibility 

Mr. Wairren. That has a nice sound to it, but legally the board 


ess they had 


of directors is responsible. Your recourse would vO lO thre assets of 
the Co-Op, Or whatever if micht be. You just mean vou do now count 
on the board of directors to keep the manager handling vour property 


in the right way? 


That IS just an oral understanding vou folks have 
Mir. Kress. There is a written understanding 
Mir. Warrren. You mean they assumed personal responsibility 
Mr. Kruse. Yes. sir; and that all) business correspondence is 


addressed 14 the board of directors rather than Lo the Manacer, 
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Mr. Wuirren. I would like for the agreement to be made a pat 
of the record, too, in that connection. 
Mir. Kruse. We have that. 
(The material referred to is as follows:) 
AuGusT 24, 1950 
DeWerp MILLING Co., 
FRANK H. Higains, BARpon Hiaains, R. J. Higeins, and 
R. W. Hieaeins, Partners, 
V S. Dak. 
Attention: Frank H. Higgins. 
Subject: Uniform grain-storage agreement contract No. 89A, determination o 
indebtedness and basis of settlement, Compliance and Investigation Repor 
C—36—-14 


GENTLEMEN: From August 20 through November 23, 1948, t 
Co. issued warehouse receipts and supplemental certificates t 
8,496.60 bushels of flaxseed stored in the elevator in accordar 


rreement entered into be 


¥; The 


conditions of a uniform grain-storage a 
Credit Corporation. 


Milling Co. and the Commodity 


became collateral for loans made to the growers by lending ag 
modity Credit Corporation purchased the loans and became 


rehouse receipts representing 8,496.60 bushels of flaxseed. 
elevator received in May, June, and July, 
of 1948 flaxseed delivered on Commodity Credit Corporation 


Wa 


contracts. 

During May, 
flaxseed under loan or owned 
I lge pe 
to deliver the 


and June, 
by the Commodity 

of the Commodity ¢ 
10,412.49 bushels of flaxseed, 


April, 


he knowk or ‘rmMission redit 


called upon 


delivered to the Commodiiv Credit Corporation about 3,821 
flaxseed. Despite these replacements, the elevator was still short 
in its delivery to the Commodity Credit Corporation on loadi: 
37219—-C and 37717 as follows: 

Total stored 

Total delivered 


nderdelivery 


z DeWerd Milling Co., according to the company’s records, 


> the owner of 


he DeWerd Milling 
O growers covering 
ice with terms ani 
‘tween the De Wer 
warehouse receipt 
The Com 
the 
the 


encies, 


In addition, 


1949, an additional 1,915.89 bushel 


yurchase agreement 


1949, the elevator sold 3,821.65 bushels of the 
Credit Corporation without 
Corporation. 
the elevator bought ¢ 


Whe 
i! 
.65 bushels of 194 
14.35 bushel 


if orders numbered 


10, 412. 49 
10, 398. 14 
l4 


made unauthorized 


s of stored flaxseed and substituted other flaxseed as follows: 

Aun OU of flax bushels 3, 821 
Average sale Ss price pe! bushel S5 
Replacement price S5 
Profit $2, 369, 42 

It is agreed that the profit made by the company in this amount is justly owi 
to the Commodity Credit Corporation, 

The t owing to the Commodity Credit Corporation for the flaxseed 


ie amoun 
shortage of 14.35 bushels, computed at the support price at the 
$5.8457 per bushel, is $83.89. 


\\ 


7 I 


Jel 


with Loading Order 


is amount, howe ve r 


charges in connectioi 
of 1 


. Full payment th 
quantity placed in storage did 


are house 


Ss] 1S , is not allo 
remain in the elevator 
and the flaxseed was orde: 


he amount is allowable 


not 
was in store 8 months 
ight-ninths of t 


‘redit 


Quah 


month 


It\ 
The refi re, 


{ 
due the Commodity ¢ 





37219 


uni 


‘orporation as explained above is ¢ 


time of conversio! 
C amount t 
wable since the fi 
il ealled for. T 
ed out in the nint! 

The net amour 
is follow 


fi 


od 
Qu 





For conversion 
Warehouse charges: 
Loading Order 37219—C (prorated shar 
eight-ninths of S1,571.18 
Less freight on excess dockage: 
324.71 bushels at $0.154336 $50. 11 
Belt-line inspection, plugged 20. 91 
Set-back MIL 708270 2°08 


Net 
Loading Order 37717 


Total charges allowablk 


Uncerdelivery :14.35 bushels at 
Total_ . - 


In consideration of granting a new uniform grain-storage 
DeWerd Milling Co., the partners Frank H. Higgins, 
Higgins, and R. W. Higgins, each agree that they shall b 
for all operations of the company under the uniform gra 

It is understood that settlement on the basis h 
anew uniform grain-storage agreement in no way 
which may attach to the actions of the partner i 
a matter not within the jurisdiction of the Commodity 
Department of Agriculture 


COMMODITY 4 


Settlement approved and accepted: 
DeWerbd MILuin 


PacIFIC GRAIN Co 
37 /; Gara? Daa hanqge Ri 
Vinneapo 15, Mini 


Subject: Uniform Grain Storage Agreement 8&4, 
Storage Agreement 50, Waubay, 8S. Dak.; U1 
51, Webster, S. Dak.; Uniform Crain Stor 
determination of indebtedness an basis 


Investigation Report C—36—11 

GENTLEMEN: From August 2 through September 15, 1948 
issued warehouse receipts and supplemental certificates 
2,964.98 bushels of flaxseed stored in accordance with tert 
storage agreements entered into between the elevator compat 
itv Credit Corporation. The warehouse receipts were issu 
stored at the following locations: Florence, S. Dak., 282.47 
Dak., 1,438.25 bushels: Webster, S. Dak., 938.46 bust 
305.80 bushels. The warehouse receipts beeame collateral 
growers by lending agencies The Commodity Credit Cory ation purch: 
loans and became the owner of the warehouse receipts representing 
bushels of flaxseed 

During March and April 1949, each of the elevators sold the flaxseed under loan 
to, or owned by, the Commodity Credit Corporati vithout the 
permission of the Coinmodity Credit Corporation en called upon to deliver 
the 2,964.98 bushels of flaxseed, the company bought an lelivered to the C 
modity Credit Corporation two carloads of 1949 Texas fl: ed containing 3,033.90 


} ' 


bushels, resulting in an overdelivery of 68.92 bushels, as f WS! 


knowledge or 


om 








Florence, ul | 
Waubay, S. I 
Webster, S. | 


i stored at 
1 stored at 
‘laxseed stored at 
1 stored nt 


Total stored 


delivered \ 


1949 Texas flaxsee 


1949 Texas flaxseed 


Potal delivered 





Pa ‘ifie ( ra) i ordl rt 
seed and su tuted other flaxs 
} 

It is agreed that the profit n 
to the Commodity ¢ a Cory 

The amount owing to the con 
comp ited at the market price on 

Invoices have been submitted 
with loading orders covering th 


Danube, Minn 


le] ia Waubay 
delivered Vig 





Jak 282. 47 
Jak 1, 438. 25 
dal Q38 4 

1 305. SO 


l Webster 


68. 92 


made unauthorized sale of stored flax- 


| 82. 47 $5. 774 $4. 35 $402, 24 
| 1, 438. 2 s 4. 3¢ 2042 
By. 4 j l 10.4 
s ROT { 72 
4, 237 


ompany this amount is justly owed 
he flaxseed over delis 
late of delivery, $3.38984, Is $233.6: 


by the company for cl , 


‘s earned in connectior 


the subject elevators 





flaxseed stored In ea 





Payment in full is not allowable since the entire quantity stored did not remain it 
storaze until called for Charges are alowed on the basis of the prop rtionate 
lenge of time the actual storage period bears to the required storage period com 
} ‘ 1 tro Warehouse rece date late of 1Oa li ( rder NX | wrves are al- 
O ed or 1) ~ f het t amount duc ! Com odity redit Corporation 
i eCXDPial ed i ) ix TO ~ 
For convers $4, 237. 37 
Warehouse charges wned 
Loadir xy Order {$.472S—( Florence, thir n-nineteent of S50.06 14.19 
Loading Order 40577-—C, Wanbay, fo eenths of $254.93 187. 88 
Loading Order 44727-C, Webster, three-fourt f 8166.34 124. 75 
] ywdine Order 44720—-¢ Danube, e1 elevent! of 854.20 3%. 44 
Overdelivery 68.92 bushels at $3.38984 233, 63 
Total deduct . 629. 89 
Net amount due CCC 3, 607. 48 
In consideration of granting a new uniform grain-storage agreement to the 
Pacific Grain Co., the board of directors of the company agrees that the board 
shall be responsible for all operations of the company under the agreement, and 
that e¢ Wwarel ill at all t es maintain sufficient grain in the arehouse to 
cover all its outstanding warehouse receipts outstanding under the uniform-grait 
storage agreement 
It is understood that settlement on the basis herein set out and the granting of a 
ne iniform vrain-storave agreement in no wav relates to any criminal liability 
Wi I : { ut >t 1Ct10 ot thre anarcel dire ors, OT Al other persons 
! , not within the irisdietion of the Commodity Credit Corpora 
Dep f As ire 
COMM TT ( RI a CORPOR ION, 
13 
. Upp! ind a | 
‘i c Gy I (‘oO 





Avucust 29, 1950. 
sTER HANSEN ELEVATOR, 
Kranzburg, S. Dak. 

Subject: Uniform grain-storage agreement contract No. 895, determination of 
indebtedness and basis of settlement, compliance and investigation report 
No. C-36-7. ; 

GENTLEMEN: From August 21 through September 21, 1948, the Lester Hansen 

vator issued warehouse receipts and supplemental certificates to growers 
ering 2,139.09 bushels of flaxseed stored in the elevator in accordance with 
rms and conditions of a uniform grain-storage agreement entered into between 

e elevator and Commodity Credit Corporation. The warehouse receipts became 

ateral for loans made to the growers by lending agencies. The Commodity 

Credit Corporation purchased the loans and became the owner of the warehouse 

receipts representing 2,139.09 bushels of flaxseed. 

During January, March, April, and Mav 1949, the elevator sold the flaxseed 
nder loan or owned by the Commodity Credit Corporation without the know 
dge or permission of the Commodity Credit Corporation. When called upon to 
leliver the 2,139.09 bushels of flaxseed, the elevator bought and delivered to the 
Commodity Credit Corporation 2,046.51 bushels of 1949 Texas flaxseed. Despit: 
ese replacements, the elevator was still short 65.20 bushels in its delivery to the 
Commodity Credit Corporation on loading order No. 37223-—C, as follows: 


fotal flaxseed stored 2 139. 09 
1949 Texas flaxseed delivered 2 046. 51 
1948 flaxseed delivered 24. oo 
Total delivered 2 073. 89 
Underdelivery 65. 20 


The Lester Hansen Elevator, according to its records, made unauthorized sales 
of stored flaxseed and substituted other flaxseed as follows 


{mount of flax 1, 816. 71 
Average sales price $5. 99 
Replacement price $4. 37 
Profit $2,944. 66 

It is agreed that the profit made by the elevator in this amount justly owed 


to the Commodity Credit Corporation 
The amount owing to the Commodity Credit Corporation for the flaxseed 
rtage of 65.20 bushels computed at the support price at the time of conversion 
85.8457 per bushel, is $381.14 
\n invoice has been submitted bv the elevator for wa 
connection with Loading Order 37223-C in the amount « 


reho an Proves earn, 
f $396.99 the actua 


irges earned, excluding loading-out charges for the Texas flaxseed, amount to 
$379.15. Payment of this entire sum is not allowable, however, since the ful 
lantity placed in storage did not remain in the elevator until called for. Of this 
mount, twelve-seventeenths, or $267.60, is allowable based on the fact that the 
full quantity was in storage 6 months and the flaxseed was ordered out 8's months 
fter receipt. Accordingiv, the net amount due the Commodity Credit Corpor- 
tion, as explained above, is: 
r conversion $2. 944. 66 
Underdelivery 65.20 bushels at $5,8457 381. 14 
Total 3. 325. 80 
Varehouse charges earned: Twelve-seventeenths of $879.15 267. 60 
Total ee J — = : 3. O58. 20 


In consideration of granting a new uniform grain-store.ze agreement to the 
ster Hansen Elevator, Mr. Lester Hansen agrees that he shall be personally 
ponsible for all operations of the elevator under the uniform grain-storage 
reement, 

It is understood that settlement on the basis herein set out and tl 
ew uniform grain-storage agreement in no wav relates to anv criminal liability 
ich may attach to the actions of Lester Hansen or any other person, this being 


e granting of 
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a matter not within the jurisdiction of the Commodity Credit Corporation OI [ne 
Department of Agriculture. for 
ComMopiry CREDIT CORPORATIO? | 
13y to 2 
Settlement approved and accepted: lev 
LESTER HANSEN ELEVATOR, Cor 

By 


SEPTEMBER 6, 195f 
Riese & RreEweE GRAIN Co., INC., 
Doing busine SS as Sheldon F. Ree \¢ Eli pator, Abe rdec¢ n, 5S. Dak. 
Subject: Determination of indebtedness and basis of settlement, Compliance 
Investigation Reports C—36-33, uniform grain-storage agreement No. & 
From August 20, 1948 to September 14, 1948, the Sheldon F. Reese Elevat 
Aberdeen, S. Dak., issued warehouse receipts and supplemental certificates 
vrowers covering 2,259.55 bushels of flaxseed stored in the elevator in aceordar 


with terms and conditions of a uniform grain-storage agreement entered 








between the elevator and Commodity Credit Corporation. Commodity Cred Sul 
Corporation purchased the loans and became owner of the warehouse rece 
representing 2,259.55 bushels of stored flaxseed 
During April 1949 the elevator sold flaxseed under loan to CCC for seed with | 
the knowledge or permission of CCC. When ealled upon by CCC to deliver t} Wal 
2,259.55 bushels, the elevator bought and delivered to CCC 1,184 bushels of lox hus 
flaxseed to replace the flaxseed sold for seed by the elevator. Despite the replac of : 
ment, the elevator was still short 15.17 bushels in its delivery to CCC on Load ant 
Order No. 37233-C, as follows: for 
Bush tol 
‘Total stored 2 259. 53 sen 
Total delivered 2, 244. 38 
ss rn ( 
Under delivery 15, 17 OE? 
( O! 
Sheldon F. Reese Elevator, according to its records, made unauthorized sa deli 
of stored flax and substituted local flax as follows: flay 
Amount of flax bushels 1,18 the 
Average sales price $9. 77 Col 
Replacement price $3. 7 Del 
Profit $2, 450. Ss 


It is agreed that the profit made by the elevator in this amount is justly owing 
Commodity Credit Corporation 
The amount owing to Commodity Credit Corporation for the flax shortage 


15.17 bushels, computed at the support price at the time of conversion, $5.82S. 
per bushel, is S88.41 
A storage bill has been submitted and paid in the amount of $415.57. 
ll is not allowable, however, si 
] 


Payment of the entire amount of the bil nee 
full quantity placed in storage did not remain in the elevator until called t ‘ 
Of this amount eight-ninths, or $369.40, is allowable based upon the fact tl 
full quantity was in storage for 8 months and the flax was ordered out in 
ninth mont} Accordingly, the net amount due Commodity Credit Corporat 
as explained above, is: 





For conversion $2. 450. SS 
Storage charges previously paid $415. 57 
Allowable portion, eight-ninths 369. 40 
Refund due CCC 16.17 
Underdelivery: | 
Support price, 15.17 bushels at $5.8282 S88. 41 y( 
Price charged, 15.17 bushels at $3.5182 53. 37 
Additional amount due CCC 35. | pel 
f 
Total amount due CCC 2 532. 04 Co) 
s] 
In consideration of the continuance of operations under the uniform gra 


storage agreement covering all elevators operated by Riebe & Riebe Grain ( 
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Ine., the company’s board of directors agree that the board shall be responsib 
for and closelypsupervise all operations of the company under the agreement 
It. is understood that settlement on the basis herein set out in no way relates 
to any criminal liability which may attach to the actions of the supervisor of the 
elevator or any other person, this being a matter not within 
Commodity Credit Corporation or the Department of Agriculture 
CoMMoDITY CREDIT CoRPoRS 
By . D 


the jurisdiction of tt 


Settlement approve d and acee pted 


RIEBE AND RIEBE ¢ 


By 


RostyN ELeEvatror Co., 
Roslyn, NSN. Dal 
(Attention: Mr. J. H. Gullickso: 
Subject: Uniform grain storage agreement contract No. 220 
indebtedness and basis of settlement. Compliance and inves 
C--36-8. 
Krom August 23 through December 28, 1948, the Roslv1 
warehouse receipts and supplemental certificates to 


bushels of flaxseed stored in the elevator in accordance with ter 


greement entered into between t! ate 
and Commodity Credit Corporation The warehouse rece ipts become 
for loans made to the growers by lending agencies Commodity Credi 
tion purchased the loans and became the owner of the warehouse ree 
senting 7,727.44 bushels of flaxseed 
During April, May, and June, 1949, the elevator 

or owned by Commodity Credit Corporation without the | 

di Commodity Credit Corporatio: When called upon 
Corporation to deliver the 7,727.44 bushel 


growers 


of a uniform grain storage a e 


ls o- flaxseed, t} 
lelivered to Commodity Credit Corporation about 2,357.68 bushel 
flaxseed, and 1,519.74 bushels of of 1949 flaxseed Jespite 

the elevator was still short 509 bushels in its deliverv to 
Corporation on loading order No. 37205—-C as follows: 
Delivered to Commodity Credit Corporation: 
Locally bought 1948 flaxseed 

Locally bought 1949 flaxseed 

CCC owned flaxseed 


Total stored 
Total delivered 


Total shortage 


The Roslyn Elevator Co., according to tl 
2d sales of stored flaxseed and substituted 


1 company’s record 


other flaxseed as fol! 


It is agreed that the profit made by t} 
» Commodity Credit Corporation 

lhe amount owing to Commodity Credit Corporation for 
£5.00 bushels, computed at the support 


e company i 


price at the tim 


per bushel, amounts to $29.14. 

\ storage invoice has been submitted by the elevator to 
load ng order No. >}. 374205 
payment of the net amount of $1,434.01, | 


however 


{ 


rporation in connection with 
$1,434.01.) Full 


1 
ble since the full quantity placed in storage did not remai: 
Fifteen-sixteenths of t} 


e amount S1,344.38, is 








that the full quantity was in storage 744 months and the flaxseed was ordered 
in the eighth month. Accordingly, the net amount due Commodity Cr 
Corporation, as explained above, is: 
Debit: 

For conversion $4, 694 
Credits 

Prors ited portion of w a ee 1544 of $1,434.01) 1, 344 


nder delivery 5.00 bushels at $5.8282 29 


Total credit 1, 314 
Balance due Commodity Credit Corporation 3, 379 
In consideration of granting a new uniform grain storage agreement to 
Roslyn Elevator Co., the partners, H. J. and J. H. Gullickson, each agree t 
they shall be personally responsible for all operations of the company under 

uniform grain storage agreement. 

It is understood that settlement on the basis herein set out and the grant 
of a new uniform grain storage agreement in no way relates to any crimi: 
liability which may attach to the actions of partners or any other persons, t 
being a matter not within the jurisdiction of the Commodity Credit Corporat 
xr the Department of Agriculture. 


Commopity Crepit CorPORATION, 
By Jas. A. Coin, Director, PMA Commodity Office 
ement approved and accepted: 
Rosityn Evevator Co 
By 


ee 


OcToOBER 4, 1950 
Home GRaIN Co., 


Gran ille, NV. Dak. 


Subject: Determination of Indebtedness and Basis of Settlement Compliance a: 
Investigation Report C—36-31. 

Between August 27 and September 20, 1948, Home Grain Co. issued warehous 
receipts and supplemental certificates to growers covering 914.95 bushels of 
flaxseed stored in the elevator in accordance with terms and conditions of 
uniform grain-storage agreement entered into between the company and Co: 
modity Credit Corporation. The warehouse receipts became collateral for loa 
made to the growers by lending agencies. Commodity Credit Corporation p 
chased the loans and became the owner of the warehouse receipts represent 
the flaxseed 

During April, May, and June, 1949, the elevator sold 589.95 bushels of the fla 
seed under loan or owned by Commodity Credit Corporation without the kno 
edge or permission of Commodity Credit Corporation. When called upor 
Commodity Credit Corporation to deliver the 914.95 bushels of flax, the elevat 
bought flax locally and delivered it to Commodity Credit Corporation. Despii 
these replacements, the elevator was still short 683.34 bushels in its delivers 
Commodity Credit Corporation on loading order No. 51157—C. Included in 
loading order were 4,406 bushels of farm-stored flax and 200 bushels of purcha 
agreement flax, as follows: 


Total bushels ordered out 5. 520 


) 
Total delivered 1 837 


Underdelivery 683 


According to company records, the Home Grain Co. made unauthorized 
of stored flaxseed and substituted other flaxseed as follows: 
Amount of flax bushels 589 
Average sales price 39 
t¢ plac ment price 


Profit $1, 433 


The profit made by the company in this amount is justly owed to Commodit 
lit Corporation. 
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Invoice, which included the amount of $162.17 for storage charges on 914.95 


bushels of flaxseed, has been paid by Commodity Credit Corporation. As the full 
quantity was in storage for 9 months and the flax was ordered out in the eleventh 
month, only nine-elevenths of the total charges are allowable. Accordingly, the 
net amount due Commodity Credit Corporation as explained above, i: 
For conversion $1, 433. 58 
Storage paid on 914.95 bushels 162. 17 
Pro rata allowable, nine-elevenths 32. BS 
Refund due CCC 29 49 
Total amount due CCC 163.07 
In consideration of the continuance of operations under the unift gral 
storage agreement the partners each agree that they shall be responsible for and 


closely supervise all operations of the company under the agreement 

It is understood that settlement on the basis herein set out in no way relates t 
any criminal liability which mav attach to the actions of the manager of the « 
vator or any other person, this being a matter not within the jurisidction of 
Commodity Credit Corporation or the Department of Agriculture. 


COMMODITY CREDIT CORPORATION 
By P Directo 
Settlement accepted and approved: 
Homer Grain Co 
By 


OcTOBER 4, 1950 
VicerorRIA ELEVATOR Co., 
Tokio, N. Dak. 
ubject: Determination of indebtedness and basis of settlement comp 
investigation report C-36-32 


Ss 

During May, June, and July 1949, Victoria Elevator Co. issued werehous 
receipts and supplemental certificates to growers covering 147.57 bushels of 1948 
purchase agreement flaxseed. During September 1949 the elevator issued ware- 
house receipts and supplemental certificates to growers covering 301.36 bushels 
of 1949 flaxseed. All the flaxseed was stored in the elevator in accordance wit! 
the terms and conditions of a uniform grain storage agreement entered into 
between the elevator and Commodity Credit Corporation. The warehouse 
receipts for the 1949 flax became collateral for loans made to the grower 
lending agencies. CCC purchased the loans and became the owner 
warehouse receipts. 

On October 26, 1949, the elevator sold all flaxseed then in store, including the 
148.93 bushels of CCC owned fiax, without the knowledge or permission of CCC, 
Storage charges have been paid on 448.93 bushels of flax through June 30, 1950. 
As the flax was removed in October 1949, the elevator was not entitled to the 
full amount. paid. 

As the amount of CCC owned fiax is less than a carload, no loading order has 
been issued. It is therefore deemed advisable to sell to the elevator the amount 
of flax represented by the warehouse receipts mentioned above. Sale is based 
on support price in effect on the date of the conversion of the flax by the elevator, 
as follows: 


yx 
nV 


Flaxseed, 448.93 bushels at $3.7766________ $1, 695. 43 
Storage charges previously paid through June 30, 1950 85. 21 
Storage charges earned through Oct. 26, 1949____ 18. 65 
tefund due CCC Lee ee ; 36 56 
Total amount due CCC 1, 731. 99 


1 


In consideration of the continuance of operations under the uniform grain 
storage agreement the Corporation’s Board of Directors agree that the Board 
shall be responsible for and closely supervise all operations of the company 
under the agreement. 
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It is understood that settlement on the basis herein set out in no way relet; oad. 
to any criminal liabilitv which may aitech to the actions of the manager of th mate 
elevator or any other person, this being a matter not within the jurisdiction of he 
the Commodity Credit Corporation or the Department of Agriculture. follo 

Commopity CREDIT CORPORATION For 
By x Director. 


Settlement accepted and approved Wal 
Vierorta Evevatror Co., 


Aveust 25, 1950 
BorrinEat ELEVATOR Co., 
Antler, N. Dak. 





Ove 
Subject: Uniform grain storage agreement contract No. 1707, determination 
indebtedness and basis of settlement iance and investigation report 
No. C—36-20. 
GENTLEMEN: From September 14 through October 21, 1948, the Bottinea Bal 


Klevator Co. issued warehouse receipts and supplemental certificates to growe1 
covering 3,817.77 bushels of flaxseed stored in the elevator at Kuroki, N. Dal 
accordance with terms and conditions of a uniform grain storage agreement 





entered into between the elevator company and the Commodity Credit Corpora i A 
tior The warehouse receipts became collateral for loans made to the growers b I 
ending agencies. Commodity Credit Corporation purchased the loans and _ be- ane 
came the owner of the warehouse receipts representing the 3,817.77 bushels of oA 
laxseed. thi 
During March and April 1949 the elevator sold the flaxseed under loan or own: * 
by the Commodity Credit Corporation without the knowledge or permission of th 
Commodity Credit Corporation. When called upon to deliver the 3,817.77 bushe 
of flaxseed, the elevator bought and delivered 2,063.32 bushels of 1949 Texa 
flaxseed, as well as 1948 flaxseed which had been delivered to the elevator by a 
producer pursuant to a purchase agreement 
In May 1949 several producers delivered to the elevator a total of 1,658.16 
bushels of 1948 crop flaxseed pursuant to purchase agreement with Commodit) 
(Credit Corporation. When called upon to deliver this quantity of flaxseed, the 
elevator purchased 1949 crop flaxseed locally and shipped it to the Commodity To 
Credit Corporation. Shipments resulted in an overdelivery as follows: 
Bushels 
Potal stored, loading order 38349 3, 817. 77 
otal stored, loading order 46962___ 1, 658. 16 su 
Total stored 5, 475. 93 
Quantities delivered 5, 506. 59 
Overdelivery 30. 66 Z. 
1e Bottineau Elevator Co., according to its records, made unauthorized sales of 
red flaxseed and substituted other flaxseed as follows ; 
{ 
— oe = rage R os . Prof 
85. 69 $4. 4 $2, 532 : 
774.4 ) S| DUN { 
It is agreed that the profit made by the company in this amount is Justly ows 
to the Commodity Credit Corporation 


The amount owing to the company for the flaxseed overdeliverv of 30.66 


hels, computed at the market price at time of delivery, 83.7425 per bushel, 


$114.75. 
Storage invoices have been submitted covering both loading orders. Charge 
nm loading order 38349, exeluding loading out charges for Texas flaxseed 
lelivered, are $689.85. This amount is not allowable in full since the full quantits 
placed in storage did not remain in the elevator until called for. The full quantits 


e 
Vas in store appre ximatelv 5 months, whereas the flaxseed was ordered out in the 


vavable 


eighth month. Accordingly, five-eighths of the charges are allowable. O 
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oading order 46962, the charges total $232.20. The flaxseed was in store approxi- 
mately the same fractional portion of time as that covered by loading order 38349, 
lhe net amount due the Commodity Credit Corporation as explained above is as 
follows: 


For conversion $5, 830. 48 
Warehouse charges earned: 


Loading order 38349 (excluding load-out for Texas flax), 5 of 
S689.85 131 99 


Transfer and belt run charges 56. 54 

374. 68 

Loading order 46962, % of $232.20 145. 13 
Overdelivery, 30.66 bushels at $3.7425 114. 75 
Total deductions 634. 56 
Balance due Commodity Credit Corporation 5, 195. 92 


In consideration of granting a new uniform grain storage agreement to the 
Bottineau Elevator Co., the company’s board of directors agree that the board 
shall be responsible for and closely supervise all operations of the company under 
he agreement 

It is understood that settlement on the basis herein set out and the granting of a 
new uniform grain storage agreement in no wav relates to any criminal liability 
which may attach to the actions of the manager, directors or anv other persons 
this being a matter not within the jurisdiction of the Commodity Credit Corpora- 
tion or the Department of Agriculture. ; 

COMMODITY CREDIT CORPORATION, 


Settlement approved and accepted: 
BoTTinEAU ELEVATOR Co., 


TowkER City GRAIN Co., 
Tower City. N. Dak. 
Attention: Mr. C. R. Pfau 
Subjeet: Uniform grain storage 
indebtedness and basis of 
port e; 36-30 


reement contract No. 1674, determination of 


tlement. Compliance and inve 


oo 
set 





From September 1 through September 10, 1948, the Tower City Grain ( 


ssued warehouse receipts and supplemental certificates to growers covering 
2,701.61 bushels of flaxseed stored in the elevator in accordance with terms and 
conditions of a uniform grain storage agreement entered into between the elevator 
ompanyv and Commodity Credit Corporation. The warehouse receipts became 
collateral for loans mede to the growers by lending agencies Commodity Cred 
Corporation purchased the loans and became the owner of the warehouse receip 


epresenting 2,701.61 bushels of flaxseed. 
During April and Mey 1949 the elevator sold the flaxseed under loan or owned 
Commodity Credit Corporation without the knowledge or permission of 
Commodity Credit Corporetion. When called upon by Commodity Credit 
Corporation to deliver the 2,701.61 bushels of flaxseed, the elevator bought and 
lelivered to Commoditv Credit Corporation abort 1.796.54 bushels of 1949 





flaxseed. Despite these replacements, the elevator was still short 13S.58 bushels 


its delivery to Commodity Credit Corporation on loading order number 37514—( 


as follow S; 


Delivered to Commodity Credit Corporation: 


1949 flaxseed 1 658, 39 
CCC-owned flexseed 904. 64 
Total 92 563. 03 
Total stored 2 701. 61 
Total delivered - 2 563. 03 
Shortage ; : : 138. 58 
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The Tower City Grain Co., according to the company’s records, made u: 
thorized sales of stored flaxseed and substituted other flaxseed as follows: 


Amount of flax _bushels_. 1, 658 
Average sales price s SG. 48 
Replacement price : je $3. 7 
Profit _ : ; . $4, 620 


It is agreed that the profit made by the company in this amount is justly owed 
Commodity Credit Corporation. 

The amount owing to Commodity Credit Corporation for the flaxseed shorta 
of 138.58 bushels, computed at the support price at the time of conversi 
$5.8282 per bushel, amounts to $807.67 

A storage invoice has been submitted by the elevator and paid by Commod 
Credit Corporation in connection with Loading Order C-37514 in the amount 
$499.80. Full payment of the net amount of $499.80, however, is not allowa! 
since the full quantity placed in storage did not remain in storage until call: 
for. Eight-ninths of the amount, $443.34, is allowable, based on the fact t! 
the full quantity was in storage 8 months, and the flaxseed was ordered out 
the ninth month. Accordingly, the net amount due Commodity Credit Cor 
poration, as explained above, is: 


For conversion $4, 610 
Warehouse charges previously paid $499. 80 
Deduct load-out on underdelivery (138.58 bushels, at 

$0.0075) _- ae 1. O4 


498. 76 


Prorated (eight-ninths of $498.76) : 143, 34 
tefund on charges paid ; 56. 4 
1, 666. 78 
Underdelivery: 
Amount chargeable (138.58 bushels, at $5.8282) 807. 67 
Previously allowed (138.58 bushels, at $3.8182 529. 13 
- 278. 54 
salance due Commodity Credit Corporation : : ; 1, 945. 32 


In consideration of granting a new uniform grain-storage agreement to thi 
Tower City Grain Co., the partners, C. R. Pfau, Mrs. Hazel M. Pfau, and Arnold 
L. Pfau, each agree that they shall be personaly responsible for all operations 
of the company under the uniform grain-storage agreement. 

It is understood that settlement on the basis herein set out and the grantin: 
of a new uniform grain-storage agreement in no way relates to any crimina 
liability which may attach to the actions of partners or any other persons, this 
being a matter not within the jurisdiction of the Commodity Credit Corporatio: 
or the Department of Agriculture 
ComMopitry CREDIT CORPORATION, 


By 
Settlement approved and accepted: 
ToweER City GRAIN Co., 
By -——— 


OcToBER 26, 1950. 


Subject: Determination of indebtedness and basis of settlement, Compliance and 
Investigation Report C—36—-27. 


BEARDSLEY GRAIN & FEED Co., Beardsley, Minn., and 
WENDELL GRAIN Co., Wendell, Minn. 


On August 25, 1948, Beardsley Grain & Feed Co. issued warehouse receipts and 
supplemental certificates to growers covering 231.64 bushels of flaxseed stored i: 
the elevator in accordance with terms and conditions of a uniform grain-storags 
agreement entered into between the elevator company and Commodity Credit 
Corporation. The warehouse receipts became collateral for loans made to the 





grow 


ioahs 





growers by lending agencies. Commodity Credit Corporation purchased the 
oans and became the owner of the warehouse receipts. 

During April 1949 the elevator sold all flaxseed then in store, including the 
231.64 bushels of Commodity Credit Corporation-owned flax, without the knowl- 
dge or permission of Commodity Credit Corporation. Storage charges have 
been paid on 231.64 bushels of flax through June 30, 1950. As the flax was 
removed in April 1949, the elevator was not entitled to the full amount paid 

\s the amount of Commodity Credit Corporation-owned flax is less than a car- 
joad, no loading order has been issued. It is therefore deemed advisable to sell to 
the elevator the amount of flax represented by the warehouse receipts mentioned 
above. Salé is based on settlement price for underdelivery on Loading Order 
No. 54160—-C. 

During August, September, and October 1949, Beardsley Grain & Feed Co 
sued warehouse receipts and supplemental certificates to growers covering 
17,413.07 bushels of flaxseed stored in the elevator in accordance with terms and 

mditions of a uniform grain-storage agreement entered into between the elevator 
company and Commodity Credit Corporation. The warehouse receipts became 

jlateral for loans made to the growers by lending agencies. Commodity Credit 
Corporation purchased the loans and became the owner of the warehouse receipts. 

On March 27, 1950, the elevator sold 1,156.07 bushels of flaxseed under loan or 
wned by Commodity Credit Corporation without the knowledge or permissior 
of Commodity Credit Corporation. When called upon by Commodity Credit 
‘orporation to deliver the 17,413.07 bushels of flax, the elevator bought flax 
locally and delivered to Commodity Credit Corporation. Despite the replace- 
ments, the elevator was still short 425.80 bushels in its delivery to Commodity 
Credit Corporation on Loading Order No. 54160—-C, as fellows: 


Bushels 
17, 413. 07 


Total flaxseed stored : 
16, 987. 27 


Total flaxseed delivered 


Total ae ee me Sr pres ae Sens 125. 80 


According to company records, Beardsley Grain & Feed Co. made unauthorized 
sales of stored flaxseed and substituted other flaxseed. The sales were made at an 
average price of $3.74 a bushel; replacement was made at $3.78 a bushel. No 
profit was realized from the conversion. 

he amount due Commodity Credit Corporation for the 1948 and 1949 flaxseed 
mentioned above is as follows: 


1948 flax (231.64 bushels at $3.89426) : $902. 07 
Storage charges paid through June 30, 1950 : $67. 70 
Storage charges earned through Apr. 30, 1949__- 41. 06 
Refund due CCC__.- 2 “i 26. 64 
Amount due on 1948 flax.__.....__._-- : $928. 71 
Loading order No. 54160-C: 
Federal appeals... --- $9. 00 


Provisional payment___-_- 2, 437. 00 
Underdelivery (425.80 bushels at $3.89426)_ 1, 658. 18 


rotal charges earned a 3, 


Net amount due CCC on loading order___- 


Total amount due CCC_- 1, 767. 94 

From August 18 to September 7, 1948, Wendell Grain Co. issued warehouse 
eceipts and supplemental certificates to growers covering 5,672.92 bushels of 
flaxseed stored in the elevator in accordance with terms and conditions of a uni- 
form grain-storage agreement entered into between the elevator company and 
Commodity Credit Corporation. The warehouse receipts became collateral for 
loans made to the growers by lending agencies. Commodity Credit Corporation 
purchased the loans and became the owner of the warehouse receipts. 

On February 15, 1949, the elevator sold 1,591 bushels of flaxseed under loan 
or owned by Commodity Credit Corporation without the knowledge or permission 
Commodity Credit Corporation. When called upon by Commodity Credit 
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Corporation to deliver the 5,672.92 bushels of flaxseed, the elevator bought 
locally and delivered to Commodity Credit Corporation. 

Wendell Grain Co., according to its records made unauthorized sales of sto) 
flaxseed and substituted other flaxseed as follows: 


Sales (1,591 bushels at $5.79 

Replacements: 
1,495 bushels at $ 
96 bushels at $3.7 


5.12 


~o 
1 
Profit 


tion 


An invoice submitted by the elevator has been paid by 


Corporation in connection with loading order 


the flax was ordered out in the ninth month 


$7, 654. 


359. 04 


SO, 2] 

10 

- &§ O18 
1, 198 


No. 37492-C, including 
for storage. Inasmuch as the full quantity of flax was in storage 8 months : 


allowable. Accordingly, the net amount due Commodity Credit 


as explained, is: 


For conversion 


Loading Order No. 37492—( 
Surcharges previously withheld in error 


» rata allowable (eight-ninths 


Storage charges paid 
Pr 
re 


Refund due CC( 
Credit due elevator 


Balance due CCC 


From August 9 to October 25, 1949, Wendell Grain Co. 
receipts and supplemental certificates to growers covering 


issued 


Cor} 


S1, 


I 


Commodity Cr 


The profit made by the elevator is justly owed to Commodity Credit Corpor 


S63 | 


oOrTat 


1QS 
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, 028 


flaxseed stored in the elevator in accordance with terms and conditions of a 
form grain-storage agreement entered into between the elevator company 


Commodity Credit Corporation. 
loans made to the growers by lending agencies. 
purchased 


The warehouse receipts became collateral 


Commodity Credit Corporat 


the loans and became the owner of the warehouse receipts. 


On March 21, 1950, the elevator sold 780.29 bushels of flaxseed under loat 
owned by Commodity Credit Corporation without the knowledge or permiss 


of Commodity Credit Corporation. When called upon by 


Corporation to deliver 12,022.04 bushels of flax 


bushels had been lost and was not included in loading order) 
flax locally and delivered to Commodity Credit Corporation. 


Commodity ( 
one warebouse receipt of 531 
, the elevator bought 
Despite the 


8 


_ only eight-ninths of this amount 


warehou 
12.553.65 bushels 


placements, the elevator was still short 416.49 bushels in its deliverv to Commodi! 
Credit Corporation on Loading Order No. 54204—C, as follows: 


Total bushels ordered out 
Total delivered 


Underdelivery 


I 
I 


2, 
Ly 


022 


605 


116 


According to its records, Wendell Grain Co. made unauthorized sales of sto 


flaxseed and substituted other flaxseed. 
$3.69 a bushel. 


a bushel, no profit accrued to the elevator as a result of the conversion. 


The amount due on Loading Order No. 54204 
Plugged, belt-run inspection, new inspection 
Provisional pavment 
Underdelivery (416.49 bushels at $3.60 

Total 


Total warel ouse el arges 


Net amount due CC(¢ 


Cc 


is as follows: 


Sales were made at an average price 
As replacement was made at an average price in excess of $3 
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Summarizing the transactions explained above, the total amount due Com- 
modity Credit Corporation is as follows: 
Beardsley “ S1. 767. 94 
Wendell: 
1948 flax 1 O28. 84 
1949 flax 080 9 
Total amount due CCC 3. 776. 99 
In consideration of the continuance of operations under the uniform grain- 
s Hsibie 


rand closely supervise all operations of the company under the agreeme) 
[t is understood that settlement on the basis herein set out in no way relates 
any criminal liability which may attach to the actions of the managers of 
vators or any other person, this being a matter not within the jurisdictio 

he Commodity Credit Corporation or the Department of Agriculture 


rage agreement, H. A. Glines agrees that he shall be personaly respon 
( 





ComMMopiITy CREDIT CoRPot 
By . Directo 
Settlement accepted and approved: 
BEARDSLEY GRAIN & FEED ¢ 
WENDELL GRAIN Co., 





Subject: Determination of indebtedness and basis of settlement, Compliance at 
Investigation teport C—36-22. 
INTERLAKE Mitt & ELEVATOR, 
Browns Valley, Minn. 


During August 1948 Interlake Mill & Elevator issued warehouse receipts 4 
| 
I 
agreement entered into between the elevator and Commodity Credit Corporatior 
The warehouse receipts became collateral for loans made to the growers by lendins 
agencies. Commodity Credit Corporation purchased the loans and became the 
wwner of the warehouse receipts representing the flaxseed 

During April 1949 the elevator sold the flaxseed under loan or owned by ¢ 


jemental certificates to growers covering 773.74 bushels of flaxseed stor 
ie elevator in accordance with terms and conditions of a uniform grain storag 


s ) 


y 

a) 
nT? 
t 






nodity Credit Corporation without the knowledge or permission of Cor iO 
Credit ¢ orporation, When called upon by Commodity (Credit Corporatio ) 
leliver the flaxseed, the elevator bought flax locally and delivered it to Commodi 
redit Corporation. 

According to company re cords, Interlake Mill & Elevator made Wa I 
sales of stored flaxseed and substituted other flaxseed, as follows: 
Amount of flax bushels 173. @4 
\verage sales price $6. 42 
Replacement price $4. 7S 
Profit $1, 268. 93 


The profit made by the elevator is justly owed to Commodity Credit Corpora- 
ion, 

\n invoice submitted by the elevator in connection with Loading Order No 
15754—-C, which included storage charges of $122.83, has been paid by Commodity 
redit Corporation. The full quantity placed in storage remained in the elevator 

8 months, whereas the flaxseed was ordered out in the eleventh mont! \c- 
ordingly, only eight-elevenths of the storage charges are payable. The net amount 
lue Commodity Credit Corporation as explained above, is: 


For conversion s POS. 93 
Loading Order No. 45754-C storage charges paid 122. 83 
Pro rata portion allowable, one-eleventh 89. 33 

Refund due CCC 33. |A0 


Total due CCC ouzZ. 43 
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During July and August 1949 the elevator issued warehouse receipts and sup) 
ment certificates to growers for 20,860.12 bushels of flaxseed stored in accorda; 
with the uniform grain storage agreement. The warehouse receipts be: 
collateral for loans made to the growers by lending agencies. Commodity Cr 
Corporation purchased the loans and became owner of the warehouse rec 
representing the flaxseed. Of this quantity, 8,862.86 bushels were transfer: 
and held in. storage at Morris, Minn. 

During April 1950 the elevator sold 2,224 bushels of the flaxseed under loa 
rr owned by Commodity Credit Corporation without the knowledge or permis 
of Commodity Credit Corporation. When called upon by Commodity Cr 
Corporation to deliver the flax, the elevator bought flax locally and delivered it to 
Commodity Credit Corporation. Despite the replacements, the elevator 
still short 35.40 in its delivery to Commodity Credit Corporation. 

Interlake Mill & Elevator, according to company records, made unauthor 
sales of 2,224 bushels of stored flaxseed and substituted other flaxseed, realizing a 
profit of 1 cent per bushel, or $22.24. The profit made by the elevator in 
amount is justly owed to Commodity Credit Corporation. 

Warehouse charges in connection with Loading Order No, 54221—C have 
been paid Full payment of the storage charges amounting to $2,398.91 is 
allowable. As the full quantity of flax placed in storage remained in the eleva 
for 8 months and the flax was not ordered out until the ninth month, only eig 
ninths of the charges are allowable. Accordingly, the net amount due Commod 
Credit Corporation as explained above, is: 

Loading order No. 54221-—C: 
Potal charges $3, 912. 12 
Storage charges $2, 398. 91 
Pro rata allowable, eight-ninths_- Be tS2. 36 


4 


Amount deductible 266. 55 


Total A elt k oe . 3,645. 57 
Less provisional payment , 920. 00 


os 


~ 


t 


Net amount payable : Lachine Oe 
For conversion _ $22. 24 
Underdelivery 35.40 at $3.54426 125. 47 
Total charges : at Z 147.7 
Balance due elevator mee ee mae : ee Mee 
Suminarizing the transactions mentioned above, the net amount due Commodit 
Credit Corporation is as follows: 
1948 flax—due CCC VY Saree e , ; : . $1, 302. 4 
1949 flax—due elevator____- : - 577. St 
Net amount due CCC iz 724. 57 


In consideration of the continuance of operations under the uniform gr 


torage agreement the partners each agree that they shall be responsible for : 
closely supervise all operations of the company under the agreement. 

It is understood that settlement on the basis herein set out in no way relates 
to any criminal liability which may attach to the actions of the manager of | 
elevator or any other person, this being a matter not within the jurisdictio: 
the Commodity Credit Corporation or the Department of Agriculture. 

CommMopiITry CREDIT CORPORATION 
By - " — tase gt Director. 

Settlement accepted and approved: 

INTERLAKE Mii & ELEVATOR, 


By 
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OcTOBER 4, 1950 
Subject: Determination of indebtedness and basis of settlement, Compliance and 
Investigation Report C-386-29. 
L. L. JOHNSON ELEVATOR, 
Elbow Lake, Min nh. 

Between August 27 and September 15, 1948, L. L. Johnson Elevati 
warehouse receipts and supplemental certificates to growers covering 
bushels of flaxseed stored in the elevator in accordance with terms and 
of a uniform grain storage agreement entered into between the elev: 
Commodity Credit Corporation. The warehouse receipts became rs 
loans made to the growers by lending agencies. Commodity Credit Corporatio: 
purchased the loans and became the owner of the warehouse receipts represet 
the flaxseed. 

On September 22, 1948, and January 11, 1949, the elevator sold 
under loan or owned by Commodity Credit Corporation without tt 
permission of Commodity Credit Corporation. When called upon | 
Credit Corporation to deliver the 981.80 bushels of flax, the elevat 
flax locally and delivered it to Commodity Credit Corporation o1 
No. 46530-C. 

\ccording to elevator records, the L. L. Johnson Elevator mad 
sales of stored flaxseed and substituted other flaxseed therefor, realiz 
of $2 a bushel or a total of $1,963.60. The profit made by the elevat« 
amount is justly owed to Commodity Credit Corporation 

Invoice in the amount of $181.39 for storage charges on @81.80 
flaxseed has been paid by Commodity Credit Corporation. As the full \ 
was in storage for 3 months and the flax was ordered out in the eleventhmonth. 
only three-elevenths of the total charges are allowable. Accordingly, e net 
amount due Commodity Credit Corporation as explained above, is 
For conversion 


Charges paid on 981.80 bushels 
Pro rata allowable 34, 


fefund due CC¢ 


Total amount due CCC 


It is understood that settlement on the basis herein set out in no w 
any criminal liability which may attach to the actions of any person, 
amatter not within the jurisdiction of the Commodity Credit Corporation or the 
Department of Agriculture 

CoMMODITY CREDIT CORPORAT! 
Directo 
Settlement accepted and app: 
L. JOHNSON ELEY 


FARMERS’ CooPERATIVE ELEVATOR Co., 


Dawson, Minn. 


Subject: Determination of indebtedness of Farmers’ Cooperative Ele 
to Commodity Credit Corporation and basis of settlement 
From August 2 through September 2, 1948, the Farmers’ Cooperative Elevator 
issued warehouse receipts and supplemental certificates to growers covering 
71.03 bushels of flax stored in the elevator in accordance with terms and condi- 
ms of a uniform grain storage agreement entered into between the elevator and 
‘CC, The warehouse certificates became collateral for loans made to the growers 
lending agencies. CCC purchased the loans and became owner of the ware- 
use receipts representing 7,771.03 bushels of stored flax. 
During March and April 1949 the elevator sold flax under 
eed without the knowledge or permission of CCC. When cal 
to deliver the 7,771.03 bushels, the elevator bought and delivers 
bushels of local flax and 3,016.98 bushels of Texas 1949-crop flax 


’ 


Co 
tf 
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he flax sold for seed by the elevator. Despite these replacements, the ele, \ 
was still short 577.22 bushels in its delivery in its delivery to CCC as follows: knor 
te OCC: Bust | 

Locally bought flax 1, 033. 7 \I 
Texas bought flax 3, O16. 4s was 


CCC-owned flax a..143 * 
Wo 


Total 7, 193.8 for 





Potal stored Yr oe \ 
Total delivered 7. 193. 8 \ 
Shortage 577. 29 and 
Cooperative Elevator Co., aceording to the company’s reco iL pr 
zed sales of stored flax and substituted local and Texas flay { 
you 
wol 
‘ aid ; Ave ty Repl . , t .. \ 
bushels per eahiel pr sus 
= cha 
03 ” $e 44 $5 447. 7( ¢ } 
116. 08 + TOO. SS 026, 2 ‘ 4 
sta 
‘ 
oul 


the profit made by the company in this amount is Justly ow 





The amount owing to CCC for the flax shortage of 577.22 bushels, comp 
at the support price at the time of conversion, $6 per bushel, amounts to $3,463.32 
\ check for this amount has been received from the company by the Minneap 
P\LA commodity office and is being held pending final settlement of the clain 

A storage bill has been submitted in the amount of $1,442.29. Since it includ 
oading-out charges on flax not loaded out (the Texas flax and the shortage 


Ail 
leduction of $29.83 Is made based upon the loading-out rate of SO.0083 per bus 
Full payment of the net amount of $1,412.46, however, is not allowable sinc 
ll quantity placed in storage did not remain in storage until cailed for. Se 
: le 





is amount, $988.68, is allowable based upon the fact that the 


enths ol 


uantity Was storage for 7 months al 1 the flax was ordered out in the tent 
’ 
\ccordimely, the net amount due CCC as explained above, i 
For co! ers ) $7. 977 
tu ~ <fhorave UiOWA ue GUNN FS 
Tota 6. OSS 


| the Minneapolis P\I ry 





The 86,988.46 is due in addition to the check whi 





mmodity office is holding for payment of the value of the flax undelivered 

In consideration of the granting of a new uniform grain storage agreement 7 

e company, the company’s board of directors agree that the Board shal ; 
esponsible for and closely supervise all operations of the company under t 1, 
agreement 4] 

It is understood that settlement on the basis herein set out in no way relates 


anv criminal liability which may attach to the actions of the manager of 
ompany or any other person, this being a matter not within the jurisdic 


the Commodity Credit Corporation or the Department of Agriculture. 


Tio 


ComMMODITY CREDIT CORPORATION, 
By Eumer F. Kruse, Vice President. 
FARMERS’ CoopERATIVE ELEVATOR Co., 
By Metvin KNvuTSON 
Chairman of the Roard of Directo 


2 





Vir. Wuirren. L want to know why vou started doing business wit! 
these elevators after that experience. Were there other elevators the 
in this community that could serve this need? 
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Mr. Kruse. I could not say for every one, but in this first case ] 
know was the only elevator in the community. 

| think, to a large extent, that would hold true for most of them. 

Mr. Warrren. I would like the record to show what the situation 
was in regard to whether there were other elevators in these areas that 
would serve the needs, or whether the situation was such that. in order 
for the farmers in the area to have the benefit of the program, these 
elevators had to be used. 

\MIr. Kruse. That was the situation as we saw it. 

Mr. Hunrer. In connection with the flaxseed, that in the Dakotas. 
and I think it was true in Minnesota, under the State law it is probably 
a perfectly valid transaction. 

Under our Commodity Credit charter it is a Federal crime. 
you prosecute these people for a Federal crime, in the Dakotas, we 
would be setting up a case which would be valid under the State law. 

Mr. Wurrren. | am not trying to find what the Department of 
Justice can do; the facts are in the file. We should let the folks 
charged with the responsibility handle it. 

Mr. Hunrer. Our file contains the memorandum of screening. It 
states very fully why these cases were screened at our office. 

Mr. Wuirren. | have no objection to the screening of it We, in 
our report, will ask that all these matters be referred to Justice. 

We would like to have copies of those statutes, Mr. Hunter, put in 
the record at this point. 

Mr. Hunter. Yes, sir. 


(The material requested is as follows: ) 


so if 


NortH Dakora 


HO.0234 Refusal to delive grair Larceny 

Every warehouseman who, after demand and payment or tender of storage 
‘harges, willfully shall neglect or refuse to deliver to the person making 
lemand the fullamount of grain of the kind to which he | 
arket value thereof, shall be guilty of larceny 


In entitle 


cCIVil 


Warehouseman may cure conversion by purchase of grain for o 
rior to demand for grain (State v. Farmers Elevator Co., (231 N. W. 725 


SourH DAaKkoTaA 


990), Grain Warehouseman: Conversion: Default: Larceny 
Kivery person and every member of anv @ssociation, partner 7. 
a publie grain werehouse business in 


ender, and offer as provided in section 60.0319, willfully negleet or refuse 


Ol this state Who shat! 


leliver as provided by such section, to the person making such Gemat 


mount of grein of the kind and grade or market value thereof which such persor 
entitled to demand of such bailee, shall be guilty of larceny and be punished | 
t, or both, as preseribed bv law for punishment of larce 


fine Or imprisonment 


CIVIL 

Conversion does not take place until feilure or refusal to deliver on demand 
South Dakota Wheat Growers Ass'n Vv. Fa mers Gra no wae N. W 723 modified 
n24i N. W. 512). Warehouseman may sell grain deposited with it subject to 
bligation to deliver like grain on demand. 

Revenue Code 1919 Section 9753, now 60.0316; Section 9754 
9758, now 60.0315, 


60.0319: 


Section 9751, now partly 60.0310; Section 
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Mr. Wuirren. You probably have a statute against false pretens, 
and there might be a situation where a man obtains money under false 
pretenses. There is usually a penalty against any such false repr 
sentation upon which someone relies, and which results to the bene‘i: 
of the person making such false representation and loss of money to 
the other side. There are usually six or eight statutes in most States 
when you get into embezzlement, false pretenses, and larceny. ‘I's 
quote one statute does not necessarily settle the issue. 

It may be that nothing will be done. I know the Department 
Justice is the one chaged with the responsibility, and it is only prope 
to send these cases to the Department of Justice for their consideration 

That will be my recommendation to the committee. 

I would like to have the new agreements with each of these war 
houses, a statement of the dates on which these shortages were dis- 
covered and the dates on which the outstanding agreements wer 
canceled, the settlements in each case, and when the new agreements 
were entered into. 

(The information referred to appears on p. 156:) 


TANNER’S INC., CORTEZ, COLO. 


Mr. Wurrren. In connection with the shortages of Tanner’s, In 
I would like a list of the elevators involved, the amounts of shortages 
discovered in each, the dates on which they were discovered, the dates 
of each step taken by the Commodity Credit Corporation to recover 
or to protect itself from losses, and a detailed statement as to the 
present situation. 

I believe that is about all we need in addition to what we had thi 
other day, unless you have something further you care to say, Mi 
Secretary. 

Secretary BRANNAN. I have forgotten what the previous record 
indicated. So that it mav be complete in all respects, let me say that 
Tanner’s, Inc., of Cortez, Colo., is a corporation operating under thi 
laws of Colorado and registered in New Mexico. It owns and operates 
bean elevators and warehouses at Gallup, N. Mex.; Dove Cree! 
Cahone, Pleasant View, and Cortez, Colo. The officers are: Harold 
D. Tanner, Floyd Ray, and Halworth Tanner. 

It had in storage of the 1948 crop, U. S. No. 1 beans, 144,35 
hundredweight; 1949 crop, 46,443 hundredweight; and 1950) crop 
6,401 hundredweight. 

It also had 66 hundredweight of No. 2 beans of the 1950 crop. Th 
total beans were 197,263 hundredweight. The 1948 and 1949 crop 
beans were covered by warehouse receipts on the Gallup, N. Mex 
warehouse, and the 1950 crop were covered by receipts on the Dov 
Creek, Colo., warehouse. 

Upon examination of its inventory, we found a shortage of 133,42. 
hundredweight, 126,956 hundredweight of which were in the Gallup 
N. Mex., warehouse, and 6,467 hundredweight in the Dove Creek 
Colo., warehouse. The value of the shortage is estimated at 
SSS 1,564.25. 

In addition to that, we have made a claim for the value of unearned 
storage of $23,213.68 and for $361.47 for shortage on final load out 
of 1949 crop wheat, making a total claim of $905,139.38. 
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There are bonds which run to CCC on the warehouses amounting 
to $50,500. | 

The bonds under the Warehouse Act are: 

The warehouse at Gallup, N. Mex., $40,500; the facilities in Colo- 
rado, $58,000. 

The elevators in Colorado and New Mexico were operated under 
the United States Warehouse Act until October 28, 1950, and Novem- 
ber 22, 1950, respectively. 

Mr. ANDERSEN. What was the cause of their termination? 

Secretary Brannan. Their own choice. They decided to get out 
from under the act for some reason or other. 

Mr. ANDERSEN. Was that called to the attention of the Commodity 
Credit Corporation at the time? 

Secretary Brannan. We were aware and required the warchouse- 
man to take out a $40,500 bond in favor of CCC to replace the bond 
which had been executed under the United States Warehouse Act. 

On May 1, 1949, the Commodity Credit Corporation took over in 
store at maturity date of loans receipts evidencing a total of 144,353 
hundredweight of the 1948 crop U.S. No. 1 beans. 

On May 1, 1950, the Commodity Credit Corporation took over in 
store at maturity date of loans warehouse receipts evidencing storage 
of 46,443 hundredweight of 1949 crop U.S. No. 1 beans. 

On November 12, 1950, shortages in the Gallup warehouse were 
suspected by the United States warehouse examiner. 

On January 4, 1951, an investigation was requested by PMA 
Commodity Office, Dallas, Tex., after Tanner failed to appear at the 
Dallas office for several scheduled conferences. 

January 19 to 23, 1951, we took inventory of various Tanner ware- 
houses by the warehouse examiner which revealed a shortage. 

February 21, 1951, Civil Action No. 3507 was filed against Tanner’s, 
Inec., and Harold D. Tanner, individually, in United States District 
Court for the District of Colorado. 

We first suspected the outfit about November 12, 1950. We had 
an investigation under way on January 4, 1951. On January 23, we 
took a complete inventory and on February 21, 1951, we had the 
outfit in court, 

On February 23, 1951, the property of Tanner's, Inc., and Harold 
D. Tanner in Montezuma, Dolores, and San Miguel Counties, Colo., 
was levied upon and bank aceounts of defendants in Citizens State 
Bank, Cortez, Colo., were garnisheed. 

On February 26, 1951, Civil Action No. 1790 was filed against 
Tanner’s, Inc., and Harold D. Tanner, individually, in the United 
States District Court for the District of New Mexico. 

February 27, 1951, the warehouse and land of Tanner's, Inc., 
located in MeKinley County, N. Mex., was levied upon. 

March 3, 1951, a trust agreement was signed by Harold D. Tanner, 
appointing Mr. C. G. Link, Assistant Chief, Transportation and Ware- 
housing Division, PMA Commodity Office, at Kansas City, Mo., as 
trustee of Tanner’s, Inc., and Harold D. Tanner, individually 

On March 6, the trust agreement was accepted by C. G. Link and 
on March 10, another inventory was taken by the warehouse examiner 
of all of the warehouses. 

On March 29, Mr. Fulscher was appointed Receiver by a judge of 
the United States District Court for the District of Colorado 
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On April 3, 195l¢the receiver assumed responsibility for all know) 
assets. 

On May 1, the CCC took over warehouse receipts at maturity dat; 
of loans evidencing storage in warehouse of Tanner’s, Inec., which 
added another 6,401 hundredweight to the total amount of beans 
involved. 

On Mav 25 and May 26, the beans were graded, resacked, and 
inventoried by the receiver and auditors of PMA in order that they 
might be sold. 

There is a series of dates indicating efforts to dispose of the property 
and recover the maximum amount. 

On October 25, 1951, Mr. Tanner was indicted by a Federal grand 
jury at Denver, Colo., for making false representations to and con- 
version of CCC property. He has been apprehended and released on 
bond. Action is being taken to have Tanner indicted in New Mexico 
also. 

The receiver is proceeding to dispose of the assets of Tanner’s, Inc., 
as fast as he can. 

| would like to say that I do not think that vou can find many 
better records of proceedings to bring a man to trial and protect the 
Government’s interest than is evidenced by the Tanner case. 

The Bates case at Colorado Springs, Colo., has, however, perhaps 
an even better record. 

Mr. Wurrren. Before we go into that, I would like to ask some 
questions in regard to this. Apparently the Government has moved 
right along in that case. However, if I understand you correctly, the 
only way you can be sure of a shortage in a warehouse where they do 
not have to keep the identity of the Government's property separate 
and distinet, is to keep a check of not only how much vou have there 


in the way of grain or other storables, but also the outstanding ware 


house receipts. 

The information before the committee is that the warehouses were 
inspected four times by Federal iaspectors. During those four times 
these shortages were not discovered due to the fact that the PMA had 
returned to Tanner certain warehouse receipts for the purpose of 
retting a new type of receipt. It meant then, when checked that 11 
looked as though Tanner were in the clear because his supplies on hand 
equaled the outstanding warehouse receipts. What did not show was 
the outstanding warehouse receipts which the PMA had returned to 
Tanner 

| would like to know over what period of time these four inspections 
were made and how long it was that these warehouse receipts were in 
transit or in Tanner’s hands, or how long a period was involved so 
that we may see the discovery was as prompt as action after th 
discovery. 

Secretary BRANNAN. Mr. Chairman, we thought we had gotte: 
everything you could ask for, but we did not get that. We will 
supply this information 

(The information referred to is as follows:) 

Commodity Credit Corporation exchanged with Tanner’s, Inc., United States 
Warehouse Act receipts covering 1948 and 1949 crop beans for another type of 
negotiable receipt. This transfer was accomplished by placing the United State 
Warehouse Act receipts in escrow with the Citizens State Bank, Cortez, Col 
The bank was instructed to surrender the receipts to Tanner’s, Ine., when suct 
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receipts were replaced by Tanner with Rocky Mountain Dealer Association 
receipts evidencing storage of beans of a like grade and quantity. 

The warehouse receipts covering 1948 crop beans were sent to the bank on 
various dates between May 12 and July 20, 1949. teceipts issued in lieu thereof 
were received by Commodity Credit Corporation on dates ranging from May 18 
to July 22, 1949. The lapse of time the warehouse receipts were out of the custody 
f Commodity Credit Corporation varied from 2 to 8 davs. Re ceipts covering 
157 hundredweight of beans were in transit or in the custody of the bank durit g 


the period July 20 to 21, 1949, when an inspection was being made of the Gallup 
warehouse. Receipts covering 1949 crop beans were transmitted to tl ; 


the bank on 
July 18, 1950, and were replaced by other receipts on August 2, 1950. These 
receipts indicated the Gallup, N. Mex., warehouse as the point of storage 

Inspections were made of the Gallup, N. Mex., warehouse by United States 
Warehouse Act warehouse examiners on the following dates: July 20 and 21 and 
November 11 and 14, 1949; January 26 and 27, April 29, August 3 and 10. Novem- 
ber 138 and 14, 1950; and January 10, 1951 

Warehouse inspectors making examinations under the United States Warehouse 


(ct know the storage liability of a warehouse insofar as United States Wareho 


Ist 
\ct receipts are concerned because the receipts are supplied to the warehousemer 
bv the Government, are serially numbered, have a particular form, and are printed 


on a special paper. The storage liability over and above that re 
United States Warehouse Act receipts can be determined only by statements 
made by the warehouseman or through reeords made available lor examination 
DY the warehouseman The examiners do not perform a complete audit of 


presented by 


house records and therefore have no protection against inaccuracies in the r 
or against false or misleading information given by the warehouseman 

The examiners satisfy themselves that commodities represented by United 
States Warehouse Act receipts are on hand in the warehouse and make inquiry of 
the warehouseman as to whether other receipts are outstanding and d yaa 


ietermiune 


whether the commodity covered by such receipts is in storage. The examiner 
also inquires as to whether any stock in the warehouse belongs to the warehouse- 
mah or to others to whom receipts have not been issued. A determination is the n 
made as to whether any stock is in storage which is not accounted for under the 


other categories and a complete explanation of this storage is r¢ quire 

Mr. Wuirren. Is that handled in the Denver office? 

Secretary BRANNAN. In the Kansas City office 

Mr. Wuirten. L do not know who the man is, but you ean easily 
see if there had been collusion between somebody in PMA and Tanner 
that there was no better way to cover it up than to keep a bunch of 
warehouse receipts in transit from time to time. If a person was 
300,000 bushels short and he had just removed 300,000 bushels of 
warehouse receipts from the records, an inspector could check every 
day in the week and never find it. 

Our information is that for four separate times they had not dis- 
covered any shortage, and that the reason they could not was because 
the PMA was in the process of switching warehouse receipts. 

Secretary Brannan. That is because they came out from under 
the United States Warehouse Act. I would like Mr. Kruse to discuss 
that. 

Mr. Wairren. Lam just reporting the information that came to 
the committee. 

I would like to know the circumstances 

Mr. Kruse. We would have to vO back to the records to actually 
find out when the inspections were made and if warehouse receipts 
were en route, or were not in proper position. Our report does not 
show that. 

Mr. Warrren. They were under the warehouse act and they got 
out from under it. That was the occasion for changing the warehouse 
receipt types; is that correct? 

Mr. Dian. That is correct. 








Mr. Warren. Why should vou have to change those types just 
because they went out from under the act? 

Secretary BRANNAN. Because it would have been a fraud to nego- 
tiate a warehouse receipt, representing it to be a receipt on a federally 
inspected warehouse when it was a State-inspected warehouse. 

Mr. Krusr. There had to be an exchange of the receipts. 

Mr. Bares. It seems to me an inspector ought to be armed with this 
information when he goes around, Mr. Chairman. 

Mr. Wurrren. Is there a difference that exists in the Department 
between the folks dealing with the Federal Warebouse Act and those 
dealing with the PMA? Apparently the interchange of information 
is not nearly as good as it might be. Those are other changes we will 
vo into before we get through. 

Are there any further questions on this? 

Mr. ANDERSEN. It would seem to me that the minute the Kansas 
City office found out that Tanner was leaving the Federal Warehouse 
set-up that it would then come to their minds the question of why he 
was leaving and that a certain degree of inquiry would come into any 
administrator’s mind as to what was wrong Or is it a common 
occurrence to change over? 

Secretary BRANNAN. They go in and out of license under the act all 
the time. 

Mr. ANDERSEN. That is a common practice? 

Secretary BRANNAN. Yes. 

Mr. ANDERSEN. So there would be no burden of proof on the Kansas 
City office that they should take some sort of action upon hearing 
of it? 

Secretary BRANNAN. No, I do not think of any. There is nothing 
sacred about the Federal Warehouse Act that should require anybody 
who has fraudulent intent to want to go away from it, because he can 
do just as much under the Federal Warehouse Act as he ean under any 
State warehouse act, as is witnessed by the Bates case. 

They were under the United States Warehouse Act all the way 
through. 

THE G. D. BATES CASE 


Mr. Wuairren. We would like to have you discuss the Bates case 
in regard to Colorado Springs, Colo. There is liability of the estate 
to CCC estimated at $338,325.22. 

Secretary BRANNAN. The George D. Bates elevators were operated 
by the estate of George D. Bates, deceased, of Colorado Springs. 
An audit report dated November 26, 1951, states that the approxi- 
mate liability of the estate to CCC is estimated at $338,325.22. 
This amount is based on the following quantities and values: 

They had a shortage of barley of 42,194 bushels; grain sorghum, 
133 hundredweight, and 87,864 bushels of wheat along with 14,057 
hundredweight of beans. 

The value of the barley was $47,895, the grain sorghum $270, the 
wheat $185,826, and the beans $104,332. 

The amount of bond to CCC was $30,000 on bean aad pea agree 
ments; $20,335 for uniform grain storage agreement. 

The CCC-owned commodities were stored at Bates facilities, 
located at Calhan, Simla, Matheson, and Platner, Colo. On June 








179 


1, 1951, George D. Bates notified CCC that he was short about 
15,000 bushels of wheat, and was unable to meet shipping orders. 

During the same period the failure of Bates to comply with CCC 
loading orders had prompted CCC to send an employee of the Kansas 
City office to the Bates facility to investigate conditions. Because 
shortages were discovered the Kansas City PMA commodity office 
sent on June 8, 1951, a warehouse examiner to investigate conditions 
at the warehouses and the investigation indicated that a much larger 
shortage existed. 

On June 13, 1951, the Office of Compliance and Investigation was 
requested by the regional attorney of USDA to investigate the matter. 
The investigation began on June 20, 1951, and the findings were con- 
tained in a report dated September 28, 1951, which disclosed the 
Bates’ inventory records showed that shortages occurred in all com- 
modities stored by him for CCC since September 1949. The reports 
submitted by the Office of Audit, dated August 28 and 30, 1951, also 
disclosed shortages. 

The investigation disclosed that Bates admitted selling CCC- 
owned commodities and maintained that he was solely responsible. 
During periods of shortage various quantities of the commodities 
were sold to firms operating in Texas, Kansas, Missouri, and Colorado. 
Representatives of these firms all denied knowledge that they were 
purchasing CCC-owned commodities. These sales were made when 
the inventories of Bates were not sufficient to satisfy warehouse 
receipts held by CCC. Bates advised that the elevator at Calhan 
operated under the United States Warehouse Act from September 2, 
1947, until June 7, 1951, at which time the license was suspended, but 
all other warehouses operated by him were not operated under the act. 

On June 18, 1951, Bates voluntarily consented to a receivership and 
on June 19, 1951, Harold P. Fulscher was appointed temporary 
receiver, and on July 17, 1951, he was made permanent receiver. On 
June 21, 1951, George D. Bates was killed in an automobile accident 
while en route from Calhan to Simla, Colo. 

The audit report of November 26, 1951, referred to, stated that 
$213,060.77 of the total claim of $338,325 is in an unsecured status and 
the possible loss to CCC is estimated at $136,358. 

Mr. Somers. These figures represent dollar information trans- 
mitted to us in the fiseal branch only today, so that the figures which 
vou have quoted from the audit report that was available to us had 
been increased in filing the amount of the claim with the receiver. 

On this little memorandum I handed to you a minute ago, Mr. 
Secretary, you had the exact dollar amount that has been included 
in the claim which the attorneys have filed last month with the 
receiver In bankruptey. 

I regret I did not have that information until this morning. 

Secretary BRANNAN. If 1 understand this statement, it indicates 
he has $200,000 worth of property against which there is a first mort- 
gage of $61,000, leaving a net of $139,000 of which a large portion is 
cash since there has been liquidation of part of the assets 

Mr. Somers. Yes, sir. 

Secretary Brannan. How would that relate to the $156,358? 
Would that cover it? Is that the purport of this statement? 

Mr. Somers. The main thing I wanted to point out is the amount of 
the claim which the receiver now has filed which has been increased to 
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the total sum of $365,137 instead of the total which you had on your 
memorandum of $338,325. There is a difference of some $30,000 
there. 

Mr. Warrren. What office handled that? 

Secretary BRANNAN. Kansas City. 

Mr. Warrren. Who is in charge? 

Mr. Kruse. Don Smith. 

Mr. Warrren. Did these other two people we asked you about 
earlier, who had been suspended, have anything to do with this 
operation? 

Secretary BRANNAN. You mean the two people at the Dallas office? 

Mr. Wurrren. The two from the Kansas City office. 

Secretary BRANNAN. No; they had no connection with this. 

Mr. Wurrren. Are there any further questions with regard to the 
Bates case? 


SPELLMAN FEED & GRAIN CO. CASE 


Another case to which the committee’s attention has been called is 
the one at Rochelle, Ill.: the Spellman Feed & Grain Co. case, handled 
through the Chicago PMA commodity office. 

There is a shortage in corn valued at approximately $300,000. 

Mr. Krust. The Spellman Feed & Grain Co., Rochelle, IIl., 
handled out of the Chicago commodity office—the commodity in 
question is corn. 

The quantity is 163,305 bushels, L think. The claim is $316,959.18. 

The regional attorney learned that Spellman had filed a petition in 
bankruptey on July 7, 1951. 

Our Chicago commodity office requested on July 11, 1951, that an 
investigation be made. The investigation was to determine the 
amount of the shortage, the responsibility therefor, and the disposition 
of the proceeds. Action was taken to protect the interest of CCC on 
July 8, 1951. 

The regional attorney intervened in a dispute involving corn stored 
with Spellman. 

On July 20, a warrant was issued for the arrest of Spellman. He 
was later arrested and released under $2,000 bond. 

On July 24, the regional attorney requested the United States 
attorney attend a meeting of the creditors. 

On December 3, CCC filed a claim and proof of loss. 

The case was presented to the grand jury in Freeport, Ill., and 
Francis and James Spellman were indicted today on 28 counts. 

This general remark that I have here on this report is that it 
appears to us that it was a premediated conversion perhaps back to 
the application. 

Mr. Wurrren. When you state “dating back to the application,” 
what do you mean? Application for what? 

Mr. Kruse. When he applied for his uniform storage agreement, 
because this is the house where the false bottoms were placed into 
the bin to make the bin look filled when it contained only a smal! 
amount of grain. When you measured the height and depth, you 
were not getting at the true concept because false air spaces had 
been placed in the grain. 

Mr. Wairren. What was the background of the Spellman Feed 
& Grain Co.? Had they been in business, or were they new operators 
going into it for the purpose of storing grain for the Government? 
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Mr. Krusz. That I am not in position to answer. 

Mr. Dean. We will get that. 

(The information referred to 1s as follows: ) 

Information available shows that this concern began operating in 1946 


Mr. Wuirren. What was your policy at that time insofar as requir- 
ing prior checks of warehouses storing CCC corn? Was that at the 
time When vou did not require any local inspection on the ground, but 
merely had them file application which was passed on at the regional 
office of the area? 

Mr. Kruse. To answer that intelligently, | would have to get the 
actual date the application was signed. We know when the county 
and State committees started checking these various elevator appli- 
cations. 

Mr. Wuirren. We would like to have that information supplied to 
the committee. 

(The information referred to is as follows: 

Instructions in effect prior to February 1951 suggested that commodity offices 
obtain and consider the views of local PMA committees in any doubtful! case of 
warehouse approval. In February 1951 instructions were issued which mad 
approval of such facilities by local county committees mandatory. This provision 
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was contained in PMA Instruction 621-3. 

Mr. Warrren. Have vou any indication if the man is going into 
bankruptey that he has any real assets? 

Mr. Kruse. We are getting that from the Chicago office 

Mr. Wurrren. Here again the Government’s claim will have pri- 
ority over the average claim that might be made? 

Mr. Kruse. Yes. | think our records will show we acted rather 
quickly and followed through quite thoroughly. 

Mr. Wuarrren. Are there any further questions on this case? 


H. G. WILLIAMS FEED MILLS CASE 


Mr. Wurrren. What is the story on the H. G. Williams Feed Mills 
at Ashburn, Ga., elevator operators, found to have converted 28,173 
bushels of Government-owned corn valued at $54,000, approximately. 

Mr. Krust. That is the H. G. Williams Feed Mills of which H. G 
Williams was the sole owner, located at Ashburn, Ga. 

The commodity was corn. 

There wasa shortage of twent v-eight-t housand-one-hundred-seventy- 
three-odd bushels. It was valued at $54,138.56. 

The quality deficiency was 17,222 bushels plus. The value was 
$13,267.99, and the total claim was $66,631.54, including credit of 
$775.01 for unpaid warehouse charges. 

The amount of bond to CCC was $5,000. 

A uniform grain storage agreement was entered into between the 
warehouseman and CCC on Nobemver 21, 1949. Between Novem- 
ber 29, 1949, and February 23, 1950, the warehousemen received 1949 
crop corn in the shuck from producers and issued to the producers 
negotiable warehouse receipts for 45,396.26 bushels of shelled corn 
Receipts representing 650.5 bushels were pledged as security for 
loans made directly by CCC to producers. The remainder of the 
receipts were pledged as security for loans made by lending agencies 
under agreements obligating CCC to take over the loans upon 
request. 





182 

CCC, between December 7, 1949, and June 27, 1950, purchased 
the notes held by the lending agencies. 

On Mav 29, 1950, CCC requested the warehouseman to secur 
samples of the corn and forward them to an official grader to secur: 
official grading certificates. 

On June 16, 1950, the warehouseman forwarded to CCC four 
inspection certificates showing the corn to be sample grade, mixed 
as to class, sour, musty, and weevily. CCC proceeded to call the 
loans and when the producers failed to redeem, advertised the corn 
for sale. 

The total quantity stored (45,396.26 bushels) was sold during the 
months of August and September 1950, but only 17,222.54 bushels 
were loaded out. On September 21, 1950, Continental Grain Co., the 
buyer, first learned that the balance of 28,173.72 bushels was not in 
the warehouse and drew a sight draft on the warehouseman on 
September 26, 1950, payment of which was refused on September 29, 
1950. The buyer made demand on CCC for payment of the shortage 
and the claim was settled by CCC for $1 per bushel. 

CCC promptly referred the matter to the Office of Compliance and 
Investigation for a full investigation and detailed report of findings 
The investigation report, dated January 26, 1951, showed that the 
warehouseman admitted converting to his own use 28,173.72 bushels 
of this stored corn. He fed the corn to his hogs during the period from 
January 1950 to September 1950, claiming he did so in order to prevent 
further spoilage. 

The warehouseman did not comply with the contractual require- 
ments that he store the corn ‘in special bins according to class and 
grade, so as to preserve its identity’? but stored the different grades 
and types commingled together and thereby became a guarantor of 
the quality of the corn under the terms of his contract. The ware- 
houseman did not at any time before the inspection give written notice 
to CCC that the corn was going out of condition. It also appears that 
he failed to provide appropriate warehousing services, in that he did not 
take steps to properly care for and condition the corn but stored it in 
piles on a concrete floor without venting, did not turn it sufficiently, 
and did not use adequate fumigation methods. 

On June 20, 1951, the case was submitted to the Attorney General 
for appropriate criminal and civil action. The defendant, H. G. 
Williams, was indicted on August 21, 1951, by a grand jury sitting 
at Macon, Ga., charged with conversion of CCC corn. He was 
arrested on August 24, 1951, and released the same day under $1,000 
bond. 

In September 6, 1951, a civil suit was filed against Williams in 
U.S. Distriet Court, Middle District of Georgia, Albany, seeking 
judgment in the amount of $66,631.54. The United States Fidelity 
& Guaranty Co., surety on Williams’ bond, was named as_ co- 
defendant in the suit to the extent of $5,000. Both the eruminal and 
civil cases will be in order for disposition at the next term of court in 
Albany, which convenes the first Monday in April 1952. 

Mr. Wurrren. Did you find anything in that case that would in- 
dicate that your general policies were such as to invite that type of 
shortage? Have you reviewed your policies in view of these cases? 

Mr. Getsster. You understand, Mr. Chairman, this particular 
case, the corn was not our corn that was stored there. It was stored 
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there by producers and warehouse receipts issued to them. They 
presented the warehouse receipts under the loan program provision 
and loans were made. 

Then later on the producers did not redeem the corn so it did 
become our property. 

At the time the corn was put in and at the time the deterioration 
took place and the disappearance took place, it was actually the 
property of the farmers in that area, although we had a mortgagee’s 
interest in it. 

Mr. Wairren. And if the Commodity Credit Corporation cannot 
accept warehouse receipts at face value, you have to go into the whole 
warehousing practice in the industry? 

Mr. Grisster. That is right. The producers in that area had 
enough faith in that house to permit their corn to be stored there. It 
is their property we are talking about. 

Mr. Wuirren. Are there any further questions in connection with 
that? 

DALLAS, TEX., AREA 


We went into the Texas shortage cases at some length the other day. 

Now, the thing that is disturbing—and | think that in fairness to 
the Department, I should say that apparently these cases have been 
followed up and you have moved forward with them—but the indica- 
tions are that in the Texas office, which is the first office that you have 
gone into with your own audit, as | understand it 

Mr. Kruse. That is not right. We audit all of our offices, and they 
are continually under audit. The Dallas area is the first one where a 
large-scale audit was made of the country elevators and our country 
warehouses. But our offices are continually under audit, and spot 
checks are made in all of them. 

Mr. Wurrren. Then Texas is merely the first place where you have 
gone into the field and audited on a large scale. For the others it is 
just merely a spot check, one here and one there, is that correct? 

Mr. Kruse. I would like to put it this way, Mr. Chairman 

Mr. Wuirren. I am not trying to put words into your mouth, of 
course. 

Mr. Kruse. I understand that. In May, when I think the Depart- 
ment first discovered the one house in Texas, we made an audit there 
when one of our C. and I. investigators indicated that there might be 
other houses that were short. 

Mr. Wuirren. You use the expression C. and I., but, for the purpose 
of the record, will you state what that is? 

Mr. Krusr. Compliance and Investigation. 

They were called into my office. They are under the supervision of 
Mr. R. W. Herder, assistant administrator for program coordination. 
He came along with them, and we discussed the situation. 

They were instructed by Mr. Herder, in my presence, to transfer all 
available forces to that Texas area, where it was indicated we might 
have a bad situation. That is when one-hundred-thirty-odd houses 
were put under audit and the C. & I. worked on the Texas matter. 

But we had periodically, before that, just picked out individual cases 
and audited them. 

Mr. Anpersen. And, Mr. Kruse, the original difficulty was shown 
up by vour general spot-check arrangement? 
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Mr. Kruse. The original case was discovered after the checkup o! 
the Dallas office on their failure to follow through on completing load- 
ing orders. 

Mr. ANDERSEN. You always have had a spot check, have you not? 

Mr. Kruse. That is right. 

Mr. Anpersen. As matter of fact, unless vou found something to 
worry about, you did not feel that you should go through the entir 
thing regularly. I can see that, because of the cost. 

Mr. Harnityt. Mr. Chairman, we had occasion to question the old 
loading-out orders at one or more other offices, and we got an explana 
tion from the operating people. We did not go out and make a check 
in those cases. 

For instance, we found a number of outstanding orders in Minn« 
apolis. We questioned the reason for the delay, and we found out 
that due to the weather and boxcar shortage they couldn't ship the 
grain for quite some time. So, as a result of our questioning, thi 
delaved orders were recalled and new ones issued later. 

Mr. Unpreruiti. Mr. Chairman, vou mentioned the audit in Texas; 
this audit also covered elevators in other States in the area served by 
our Dallas office. 

Mr. Wurrren. I should have made that more clear, but it is thi 
area served by the Dallas office. 

Now, the point I wish to make is that, according to our information 
here, out of 136 elevators audited after you started this enlarged 
program, shortages were found to exist in 51 elevators or better than 
37 percent of the elevators examined. 

Now of the 50 shortages disclosed, the Dallas PMA Commodity 
Office classified 8 cases as known conversion cases, 14 as undetermined 
cases, and the remaining 29 as simple shortages. 

Now, if that is the first area vou had gone into on this large seale, 
and they show up 51 out of the 136 with shortages of one kind or 
another what is going to be the whole story when vou go into othe 
areas? Have you any reason to suspect that it is this bad elsewhere’ 

I anticipate that vou will pursue this matter and go into those 29 
classified as simple shortages to see if they remain as simple shortages 
Excluding those, that leaves 8 cases of known conversion and 14 which 
are close enough so that vou mark them as undetermined. — If this is th 
first office that you have gone into on this basis, what can we anticipat 
with regard to the others? 

Mr. Kruse. Well, I will say that we do not anticipate, and in ou 
own minds we are really sure, that the other offices will not show 
repetition of this. Our audit people are following up on the loading 
orders in the other areas better than they were here. 

Mr. Warrren. Well now, prior to the time that you brought this 
information up, the answer that vou have given us with regard to 
vour other offices is the answer you would have given us on this on 
until vou found out otherwise. 

Now that vou have found out, can vou tell us how all of this hap 
pened? How did it accumulate to this extent? [am talking through 
hindsight how, Have you been able to figure out how they were abl 
to do this?) Why is it on such a large seale in this area? 

Mr. Kruse. Might I say on your first question, and before getting 
to this latter question, that we are checking in each and every one © 
the other offices, and there is no indication that we will find anything 


) 





Th 


ho 
th 








185 


on this scale at all. I am not saving that we won't find an elevator 
here and there that is short, because I don’t know. But the indica- 
tions are that there is a much better degree of follow-through in our 
other offices on the orders that are issued. As Mr. Harrill indicated 
just a while ago, we checked the Minneapolis office as to why they had 
these loading. orders which were not being taken care of and he told 
vou the condition that we found there. 

Now, as to the other issue, | think I would have to say this: That 
Pitan shon if we would have had the proper follow-up on our loading 
orders in our Dallas office this might have been caught at an earlier 
date. 

Mr. Wuirten. What have vou done other than to bring about 
the removal of the two people who had the responsibility at this office? 
What changes have vou made in your regulations with regard to load- 
ing orders, so as to bring about a correction in the general policy which 
may have contributed to this situation? 

Mr. Kruse. In the first place, our audit people and our fiscal people 
went down to the Dallas office, and they instituted the strictest ob- 
servance of regulations and follow-up on loading orders and inventory 
procedure that we could probably envision, as [ see it. They main- 
tain a constant surveillance to see that these instructions are being 
followed. We moved to correct bad conditions immediately. 

Actually, if instructions had been followed that were outstanding, 
the instructions which the other offices apparently did follow, that 
could have had a material effect. 

Mr. Wurrten. It is pointed out here that shortages discovered to 
date in the Dallas area total 629,305 bushels of wheat, 84,488,500 
pounds of grain sorghums, valued at approximately $3,820,000; that 
in the eight known conversion cases, your performance bond covers 
only $281,900; and there is an estimated $2,604,193 in shortages. 

It is also pointed out that these audits made in the Dailas area to 
date cover only facilities storing wheat and grain sorghums and did 
not constitute a 100 percent audit of those. 

Now, what percentage of those audited uncovered this much of a 
shortage? 

Mr. Kruse. Can vou answer that, Mr. Harrill? 

Mr. Harrite. We took all of the warehouses not under the Federal 
Warehousing Act in the State of Texas and scheduled them for audit 
We did leave out the warehouses holding less than a carload 

We have finished all of those except one or two 

In the State of Oklahoma, we had apnout 130 warehouses to be 
checked. After taking 25 percent of that group and considering the 
tight warehousing law they have in the State, we did not think it was 
hecessary to go further at this time. 

We may do so, however, before this audit program is finished 

There are a few warehouses in some of the other nearby States. We 
have covered most of those. 

Now, this check that we have made up to a certain date was on 
Commodity Credit owned grain only. We have extended the check 
recently to include what we call collateral grain, on direct loan. That 
check is now under way and it should be finished some time this 
month. 

Mr. Wuirren. A statement is further made that of the 388 ware- 
houses and elevators operated under the Uniform Grain Agreement in 
that area, an audit was conducted on approximately 136 
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Mr. Harrity. We eliminated the ones coming under the Federa 
Warehousing Act. Also there has been a short crop in that area and 
CCC has little or no grain in a number of elevators that are signed uy 
under the Uniform Storage Agreements. 

Mr. Wuirren. Well, does the 388 include the ones under thi 
Federal Warehousing Act? 

Mr. Harriti. That is right, yes. 

Mr. Wurrren. What you have stated would indicate, then, thai 
you believe there is some larger degree of protection in connection witli 
the warehouses that are under the Warehousing Act than the others 
Now, is that due to the fact that the Federal Warehousing Act and th: 
inspection provided under it is more thorough or more frequent, 0: 
does it mean that a man who is federally licensed conducts probably 
a bigger operation, by and large, and is more experienced, more sound 
financially? 

Mr. Harritu. Before our auditors decide to make certain types 0! 
audits, they are supposed to take into consideration the adequacy 0! 
internal controls. This one particular control referred to is carried 
out through the Federal Warehousing Act examiners. We do not 
think it is necessary to duplicate the work they are doing. We are 
satisfied that if there is any shortage, they have caught it, or they 
will cateh it. They cannot prevent it, but they will catch it. 

Mr. Wurrren. Now, the statement is made by Mr. Kruse that thi 
laxness in the follow-up of loading-out orders has enabled this practice 
to become widespread. You are familiar with the findings made by the 
Comptroller General’s Office in which he attributes the situation to 
a large extent to that. Have you any comment to make on that part 
of the report of the Comptroller General, in which he points up the 
Texas cases, and cites examples of the laxness of handling loading-out 
orders? Is the information which he has there factually correct, 
and are his findings correct? 


COMPTROLLER GENERAL'S REPORT 


Secretary BRANNAN. Mr. Chairman, I think it is significant to note 
that, first of all, the Comptroller General’s report is dealing with the 
‘Texas situation; that in that area, unfortunately, there was something 
less than what was to be desired on the part of the two princiapa! 
officers in the Dallas office. There is nothing indicated by the 
Comptroller General’s report, to the effect that there is anything 
wrong with the administrative instructions or devices for protecting 
the Government’s interests in this area. What actually took place 
amounted to a lack of diligence on the part of the officials charged 
with the responsibility. 

I think that when you see the testimony in the Senate committe: 
hearing in support of that part of the Comptroller General’s state- 
ment, you will find that he strongly emphasized that point. 

Mr. Wuirren. In other words, his findings are correct in that th 
regulations and orders coming out of Washington were sound, but 
that in the field they had not been followed up and carried out. 

Secretary BRANNAN. Well, let me say it this way: He does not 
make a specific finding that the regulations are sound; but if you check 
anv one of the 130 or more reports that the Comptroller General has 
made on our operations over the period of the last 4 or 5 years, you 
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will observe that each time he finds a regulation or an instruction 
which is not, in his opinion, in the most desirable form, he makes a 
comment to that effect. 

The fact that he does not make. a comment to that effect here leads 
us to believe that he thinks the difficulty was a personnel matter 
rather than one of procedures or instructions. 

The second significant thing about the Comptroller General’s 
report is that in no place in that report is it indicated that the conduct 
of the two people or the other people in the Dallas office contributed 
to the initial default by the grain-elevator operators. 

No matter who had been in the Dallas office, those warehouse 
operators were apparently so sure that they were going to make a 
killing that they probably would have gone ahead with their defaults. 

Now, that leaves only this phase of the problem there to speculate 
about: Whether or not, had we apprehended them in their unlawful 
act, or in the violation of their contra’ t with the Department. of 
Agriculture any earlier, would we have mitigated the amount of 
damage? 

If, as is our opinion, in most of these cases, there will be a 100 per- 
cent recovery, then the failure to apprehend and move in earlier was 
not serious and did not increase our losses. 

Those are my comments about his statements. 

Mr. Wuarrren. He also makes the statement here that the records 
of the Dallas Commodity office show that they paid the Southern 
Grain & Storage Warehouse charges in the amount of $12,000 approxi- 
mately on January 17, 1951; that vou made another payment of 
$4,863.75 in September, after you had a charge against them of 
$9,690.76 dated in June. The question is why this pavment had not 
been offset against your claim against them? 

Mr. Somers. May I answer that question? 

Secretary BRANNAN. Yes. 

Mr. Somers. I feel sure that there is only one answer to that 
question, and that is that there was human failure on the part of 
someone who was in the fiscal office, in the Dallas office, to offset that 
amount, as they should have done in accordance with regular pro- 
cedures. 1 think if they had been alert in this particular instance, 
that offset would have been made. That is just one of those human 
failures that will occur now and then, but there was nothing wrong 
with the procedure. 

CORRECTIVE MEASURES 


Mr. Wuirren. Now, you are telling us what you are sure of and 
why you are so sure of it. But have you checked the office, have 
you made any investigation of it to see what happened, to see what 
clerk dealt with it, and whether that clerk is going to keep on making 
that kind of error? What follow-up have you had, now that it has 
been called to your attention? 

Mr. Somers. I was addressing my remarks primarily to the matter 
of procedure. 

We have not had a check to investigate it because this report has 
only been in our hands a few days. 

Secretary BRANNAN. We have removed the two top men and have 
put in two men whom we expect to go to the bottom of these problems, 
and get them rectified. 
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Mr. Wurrren. Will they be expected to report to you here in 
connection with this type of case? 

Secretary Brannan. They will; and until that office gets back to 
a level of operations which we think is very satisfactory, it will by 
very carefully supervised. 

Mr. Geisster. The particular case involved in this item is th 
Arkadelphia case. 

Mr. Dean. That is the Southern Grain & Storage Co. 

Mr. Geissuer. This case was only brought to our attention within 
recent weeks, so a complete compliance and investigation report is no! 
available on that; but we are going to get one on the whole case. 

Mir. Wurrren. Anybody who has any contact with business can 
understand how this kind of thing can happen on occasion. But then 
any businessman would set out to see how it did happen, and he would 
do everything he could to see that it does not happen again. 

Mr. Geisster. I point out, Mr. Chairman, that we are going to 
Investigate this case. 

Mr. ANperseN. Along that same line, Mr. Kruse has brought out 
the fact that because of their difficulties at Dallas, steps were being 
taken to alert the personnel all along the line so as to prevent any such 
repetition. Now, Mr. Kruse, are you doing the same with the other 
offices, such as the Minneapolis, the Chicago, and the Kansas City 
offices? 

Mr. Kruse. Mr. Congressman, may I say this: I personally met 
with all the Division heads and the subheads of the Dallas office, and 
discussed the problems of that office. I pointed out that the procedure 
in and of itself was sound, and that the difficulties that they had 
encountered were difficulties of their making by not properly following 
the procedures or by lack of coordination within the office. 

I further pointed out that I was expecting them under the new 
leadership, which was definitely instructed to see that procedures 
were followed, to have proper correlation between the various activ! 
ties in the office, in order that that office might build up a reputation 
for itself that was worthy of the Commodity Credit program. 

|! have met with the Chicago office kev people last week. Mr. 
Chairman, that is why I was absent during the first days of the hearing 
here. 

| went through the same type of discussion in the Chicago office 
with the department heads there. 

It is our plan, if conditions and our workload so warrant, at the 
earliest: possible date, instead of making an individual visit to each 
one of these offices, which requires a lot of traveling, to have the top 
commodity office officials come in for a meeting, where I think I could 
probably accomplish just as much as by going out to see them indi- 
vidually. At that meeting I will stress the necessity of follow-through 
on this very thing, That has been done from time to time. 

It was recently my privilege of meeting with the San Francisco and 
the Portland offices before any of this came out here. I have reviewed 
their operations with them. 

In San Francisco I did point out that they had one case that was 
causing them a little problem. 

I think the Portland operation is as clean as a hound’s tooth, as 
near as | can find out, and is a very good operation. 











189 


Each one of the other offices will again be reminded of their responsi- 
bilities on the follow-through on this thing. 

Mr. AnpersEN. In other words, Mr. Kruse, would it not be a good 
idea to increase the scope of your spot-checking to a certain degree 
in all of the other offices, knowing what has occurred heretofore in 
Texas? 

Mr. Kruse. I think Mr. Harrill will support me on this when | 
say that we have already discussed and planned to broaden this spot 
check to a greater extent, involving first an examination of the 
immediate office, and then to continue on a rather somewhat enlarged 
basis of spot-checking, in order to be sure that we don’t get into 
difficulties, to the extent that personnel and funds that we have 
available will permit. 

Mr. Harriny. That is right. I might explain that the Office of 
\udit is used by the Administrator to test for weak spots in the 
system. When we make an audit in a Commodity office, we ar 
constantly probing for the weak spots. If we see a weak spot, like 
the one we saw in Dallas, we will go out and make enough spot checks 
or test checks. Unless we see that, and have pretty vood reasons for 
going out, We may not recommend quite so many checks, in some of the 
other offices. 

Mr. ANDERSEN. Well, it is my contention,gentlemen, that in view 
of what has happened, we have to be all the more careful in the future 
to see that it does not happen elsewhere, even at the expense of 
spending more money for auditing and inspection. 

Mr. Harrinu. We did do this and it has been indicated that we 
have not had occasion to go into so many checks in other areas. 

When we found this situation in the Dallas area, Mr. Kruse sug- 
vested that we make more checks in some of the other areas for the 
time being, even though we do not believe there is reason for checking. 

I would say that out of half of those offices so far we have not found 
any indication to believe that we need to extend that check. In the 
other offices, we have not gone far enough to make that statement 
because of the weather. We can’t chmb around over those tanks and 
vet around by automobile too well at this time. 

Mr. Wuirren. Certainly we need to evaluate the whole policy of 
the Corporation in trying to prevent this from happening further 
Also we need to find out whether it has already happened in the othe: 
regions. 

| hope and trust that vou will move into the other regions in the 
same way that vou have in the Dallas area, to the point of finding out 
whether anything like this has been going on in those areas. 

Are there any further questions along this line? 


LEMOORE GRAIN & FEED CO., LEMOORE, CALIF., CASE 


If not, | would like to direet vour attention to the case of Lemoore, 
Calif., in which there was a conversion in excess of $760,000, which 
included barley of four large producers who had mortgages with CCC 
for approximately $225,000. 

The investigation disclosed that this was first called to your atten- 
tion by an attorney in the area who had become aware of it. 

Upon investigation, it was revealed that the barley of two or three 
producers was not ehieible for price-support loans, that two county 
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PMA committees had been guilty of negligence in their handling o 
loans. 

On one loan a PMA inspector did visit the facility, but did not in 
pect the grain or place the CCC seal on the bin alleged to contain th 
grain on which the loan was approved. 

On the other three loans, no visits to the facility were made by PMA 
inspectors. 

The warehouse foreman was allowed to bring grain samples to th: 
PMA office, and no CCC seals were placed on the bins containing the 
barley which, under CCC regulations, was required to be stored on an 
identitv-preserved basis. 

In addition, producers were allowed to retain the warehouse receipts 
which should have been surrendered to C ¢ ‘C as collateral on the CC¢ 
price-support loans. 

Now, this is moving into a different field. This is the program unde: 
which, as | understand it, you have loaned money on commodities held 
in storage by the producer. Certainly, if this is any sample of what 
has been done, nothing could be a greater invitation to conversion and 
commodity loss. Then to have the local committee approve it with- 
out inspection, not even seal it, and actually let the producer hold his 
own warehouse receipts seems to me to be an invitation to manipula- 
tion. If he did have the grain, he himself had the warehouse receipts 
on which he could go and borrow money from someone else. 

Now, if that report is factual, I think vou need to give us some rea! 
explanation as to whether that fits into the policy you have. 

I would like to know in detail about this case. 

Mr. Kruse. Well, I can give you some information on the case. 
This is not an approved warehouse. These loans were not warehouse 
loans. ‘They were made on a farm-loan basis, and the farmer himself 
rented the bin in the warehouse to store his individual grain, and that 
put it on the basis of a farm loan. 

I can review the facts that I have on the case, and for the record, | 
may be able to add some other discussion on it: 

Name and address: Lemoore Grain & Feed Co., H. S. and George 

Brietigam, copartners, Lemoore, Calif. 

Type of transaction: This case did not involve grain stored by 
CCC in an approved warehouse under terms and conditions of a 
uniform grain storage agreement. Numerous grain storage facilities 
in California did not have adequate facilities to justify CCC entering 
into a storage agreement under which it relied upon the warehouse 
man to keep the grain in condition and relieve the producer of 
responsibility for deterioration. 

Since there was an emergency storage problem in California shortl) 
after the 1948 crop grain was harvested, CCC decided to make loans 
on grains stored in unapproved facilities if such loans were secured by 
producer chattel mortgages used for farm storage loans, under which 
the producers are responsible for deterioration. 

It is to be noted, under the supplement to such mortgages, CCC 
assumed losses, other than deterioration, occurring from causes beyond 
the control of the producers. Subject case is one which falls in this 
category. 

Case history: H.S. Brietigam, during the summer and fail of 1948 
converted barley sec suring price-support loans made by CCC, totaling 
S$? » 24, 340. 





191 


Brietigam called a meeting of his creditors on December 17, 1948 
at whic +h time he openly admitted he had converted barley ee in 
his facility by various producers, to his own use. He suggested that 
a’creditors’ committee be appointed to take over the company and 
operate it. Guards were appointed by the creditors’ committee to 
see that no grain left the warehouse. 

Subsequent to this meeting, the chairman of the California P ene \ 
Committee, requested the Office of C. and I. to conduct an investiga 
tion of the matter and to determine: 

(1) Whether the barley mortgaged to CCC was actually stored in 
the Lemoore warehouse at the time certain loans were made _ to 
producers through CCC. 

(2) If the encumbered barley was actually in storage on the various 
loan dates and whether it was later converted to cover losses sustained 
through sale of cash barley during the 1948 season. 

An investigation report, dated April % 1949, together with subse- 
quent audit findings revealed that H. Brietigam operated during 
1948 both as a storage facility for i i of barley and as a grain 
dealer. 

Early in the season he entered into purchase contracts calling for 
future delivery of barley at a relatively high price. As the season 
progressed, the price of barley fell. As of the beginning of business 
on July 30, 1948, subject had sold all of his own barley in order to 
raise cash to pay off his losses. 

By the close of business on July 30, 1948, subject had begun to sell 
barley stored in his facility by others in order to raise money. This 
continued until December 17, 1948, when subject called a meeting of 
his creditors and admitted he had converted most of the barley stored 
in his facility by others. As of that date, there remained only 20.21 
percent of the barley stored by others. 

Four producers stored their barle Vv in subject’s facility on which 
they later obtained loans from CCC, totaling $224,340.08. ‘This figure 
includes one indirect loan made to Frank C. Diener in the amount 
of $19,221.56. 

The largest loan, in the amount of $153,2 

o., Ltd. 

Two loans totaling $35,503.02 were made to Richland Farms 

The remaining loan of $16,381.26 was obtained by R. A. Rowan & 
Co. 

The Diener loan was obtained on a total’of 732,250 pounds of barley 
supposedly put in subject’s storage facility. Ac tually, only 66,290 
pounds of Diener’s barley went into subject’s facility. The remaining 
barley was either delivered directly to subject’s vendees, or stored by 
subject at points not covered either by the Diener mortgage or ware- 
house receipts issued to Diener. The Diener mortgage was executed 
on September 17, 1948, at which time subject had converted all but 
17.437 percent of the stored barley. This indicated that the barley 
mortgaged by Diener amounted to only 31,446 pounds. The Diener 
loan was an indirect loan made through the Anglo-California National 
Bank of San Francisco at Lemoore, Calif., under a lending agency 
agreement. CCC purchased the note held by the bank, since it had 
no direct evidence that the bank was aware of any irregularities 
involved at the time the loans were made. 
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R. A. Rowan & Co. sold to subject 2,000 tons of barley during thie 
1948 crop season. The crop exceeded 2,000 tons and the excess was 
delivered to an air base which subject leased and on which he stored 
barley during 1948. The warehouse receipt issued by subject to 
Rowan covered barley not at the air base but at subject’s storave 
facility, and was in exchange for the amount stored at the air base. 

The Richland Farms loans, as well as the Chatom loan was secure 
by mortgages dated November 4, 1948. The Richland Farms mort- 
gages covered 1,352,537 pounds of barley. Subject’s conversions as 
of November 4, 1948, had accounted for all but 40.033 percent of the 
stored barley. This indicated that the Richland Farms actually 
mortgaged only 541,461 pounds of barley. 

The Chatom mortgage covered 5,931,660 pounds of barley of which 
only 5,890,990 pounds were actually put into subject’s storage facility 
The remaining 40,670 pounds were delivered directly to subject's 
vendee. 

Due to subject’s conversions, Chatom Co., Ltd., actually mortgaged 
only 2,358,340 pounds of barley. 

Subject made 294 sales of converted barley between July 30, 1948, 
and December 17, 1948, which were traced to particular vendees. 
These sales amounted to 14,206,909 pounds. In addition, subject 
converted during the same period 10,404,049 pounds of barley which 
could not pe traced to particular sales, but of this amount, 5,417,638 
could be traced to particular vendees. 

The partnership and H. S. Brietigam as an individual, became 
bankrupt, and the regional attorney for USDA prepared proofs of 
claim which are pending in bankruptcy proceedings filed in January 
1949. 

In December 1951 the Department of Justice reported that a 
distribution of assets in the partnership proceedings would be made 
shortly. 

If the Corporation’s claims are not fully satisfied, CCC will be in 
a es to demand payment by the borrowers. 

H. Brietigam was indicted for grand theft under California law 
on Saat ne 31, 1948. He served 1 vear in the State penitentiary 

On December 26, 1949, the solicitor for USDA requested the 
Department of Justice to bring criminal action against Brietigam 
under the penal provisions of the CCC Charter Act. 

In February 1951 an indictment was handed down by a Federal! 
grand jury. We have not been informed when trial of the case ma) 
be ¢ xpected. 

Mr. Wuhirren. Now, in connection with those operations, the report 
of our investigators is that a considerable part of this grain wasn’t 
checked at all by the local PMA committee. With regard to other 
portions of it, they did not seal it, and with respect to still other por- 
tions, the producers were allowed to retain in their possession the 
warehouse receipts which should have been surrendered to the CCC 
as collateral on their price-support loans. Now, if I understood you, 
from that rather detailed report, some of this money was loaned by a 
bank, and vou later took over the loan without, as you say, any 
knowledge of the conditions behind the bank’s loan that disturbed 
vou. But the PMA local committee is a part of your organization, 
and I am wondering what your rules are with regard to requiring the 
inspection on the part of the PMA local committee of the grain in the 
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bins before it is eligible for a loan, either from a bank or directly from 
the CCC. I am wondering further whether your regulations are 
sufficient to require criminal penalties for making an improper or a 
false certification. 1 would like to know what your practice is and 
what the actual facts are in connection with that end of the business. 

Mr. Kruse. In the first place, 1 would like the record to show two 
things. One of them is that as far as the CCC is concerned, there 
are no warehouse receipts involved. These were farm loans of the 
farmer-responsibility type, with the farmer responsible, and were 
treated as such, because he had rented the bin. 

In the second case, I think I can discuss with vou, Mr. Chairman, 
quite generally, the operations and the instructions for handling CCC 
commodities, but I would want to point out that as far as the super- 
vision of the county committee goes, they are not under my direction. 
However, | am very familiar with them, and for 12 years before |] 
came to Washington, | worked with the county committees in the 
State of Ohio as chairman of the State committee there. 

Mr. ANDERSEN. Mr. Chairman, I would like to state for the record 
at this point, that in all of the cases we have discussed up to here, 
nowhere is there any information that tends to disclose anything is 
wrong with county PMA committees. 

Now, for the first time in this case we find two county committees 
which have been very lax and very careless in their work. 

Now, | know that in Minnesota, in all of the vears that I have 
sealed grain personally, our county PMA committees are so very 
particular that it is painful at times to the producer. 

It seems to me that the committees go out of their way, and right- 
fully so, to protect the interests of the Government. I always have 
found an underallowance in the case of my corn after I get done 
delivering it. In other words, the county committeemen, through 
their inspectors, so arrange loans that I have yet to be able to obtain 
a loan for the full value in bushels of the particular corn or barley in 
those particular bins. There is always some leeway. I command 
this as very good business. The county PMA committees are as a 
rule very strict, and this is as it should be. 

[ am telling this to you from actual experience, to indicate that the 
great big majority of the county committees are very careful and 
lean over backward to make certain the Government will not lose on 
the loans. 

Here, however, is a case, as I can gather, where two county com- 
mittees perhaps have left too much work up to one man. Evidently 
they have been very lax. 

Mr. Wurrren. I am not differing with my friend from Minnesota. 
We are all for the county committees and the community committees. 
On the other hand, my feeling toward them and my feeling toward 
the necessity for the price-support program and for the CCC is such 
that when the type of thing shows up that has shown up here, I want 
to go into the over-all organizational set-up and see to it that the fine 
community, county and State committeemen that we have in this 
country are protected from the few that might not be as good as the 
rest. 

Mr. ANDERSEN. You are absolutely correct, Mr. Chairman. 

Mr. Wuirren. Along that line, I want to know what your policy is. 
Do you require inspection? Do you require certification from the 
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local group, and is there any penalty for false certification on the part 
of the local group in any of these cases? 

Mr. Kruse. I can almost repeat the instructions to the State and 
county committees verbatim, having worked with them for a great 
many years. 

In the first place, in the case of the farm loan, the farmer comes to 
the county office or he writes a letter or a card to the county office, 
telling them that he has, in his own estimation, so many bushels of 
wheat or corn or barley on which he desires to secure a loan. 

If he comes to the office in person, he will fill out his application 
blank there. If he sends in a card and the inspector goes out to his 
farm, the inspector will take an application blank along with him, 
which indicates the farmer’s intention. 

The grain is measured in the bin very carefully, and is very care- 
fully inspected for quality. A sample of it is taken to the county 
office, and put into a little cellophane bag to hold the moisture. — It is 
tightly sealed and put into another canvas bag and sent to the grader, 
and inspected so that the proper grade may be established for it, 
to see whether the commodity itself is eligible for a loan. Only 
when the eligibility for a loan and the satisfactory condition of the 
bin or the warehouse in which it is stored is properly certified by the 
county committee and the grade and the quality of the grain is 
properly certified by the inspector of the grain does the man actually 
get into a position where he can get a loan. Then upon the quality 
analysis of the sample that was taken, not by the farmer, but by the 
representative of the county office that visited that farm, the grade 
of that grain is taken and the quantity of grain is carefully computed 
out. 

A loan rate has been established for each county and each com- 
modity. The applicable loan rate for the grade and the location 
is then multiplied by the number of bushels and the product is the 
actual amount of the loan that the farmer can get. That is spelled 
out just as fully and in much more detail than I have explained it 
to you here. ‘The instructions are explicit and clear. 1 think Mr. 
Geissler will bear me out on that. 

Mr. Wurrren. Now, are what you have just described the direc- 
tions from the Washington office through the State office? 

Mr. Kruse. That is right. 

Mr. Wurrren. Now, prior to that loan, is there a certificate required 
to indicate at least that these procedures have been carried out in 
connection with each loan? 

Mr. Kruse. The county committee, when it certifies that this farm 
loan and the amount of grain and the price and everything that 1s 
involved is as stated, certifies that the whole thing has been followed 
through and that it is accurate. They are not sitting out there by 
themselves, actually, each State office now— and I will confine myself 
to mv home State, where, as I said, I served for 12 years in the capacits 
of supervising these counties—contains a number of farmers’ field men. 
In my State I had 10 farmer field men each of whom had eight coun- 
ties. They supervised the work of the committeemen in these eight 
counties. The farmer field men made regular visits at least once 
every 2 weeks, to each one of his eight counties, to check on compliance 
with instructions. At times he went with the representatives of the 
county office to the various farms, to see how the work was actually 
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carried out, and how accurately they took their samples. Not only 

that, but from time to time after that, while the grain was under loan, 

' the county representative visited the grain to see that it was in proper 
quality, even though it was the farmers’ responsibility. 

We are trying to protect our chattels, and the farmer field man 
will, on a spot-check basis, accompany these men and go to a number 
of various farms. I say from personal experience that most of our 
committees are trying to do an honest, conscientious job. 

Mr. WuirteNn. Well, I am sure of that. Now, I still come back 
to this: Is there any certificate from anybody which indicates that 
they have personally checked the bin and sealed the bin? 

Mr. Krusr. Yes. 

Mr. GreissLer. The certification of the loan contains that. 

Mr. Wurrren. It contains a certification? 

Mr. Krusez. That is right. 

Mr. Wuirren. If, as has been alleged in the case in California, 
there was no check of the bin and there was no sealing of the bin, 
then someone has filed a false certificate or somebody has made the 
loan without requiring a certificate. Is that true? 

Mr. Kruse. Don’t ask me to justify what these county committees 
did. I have outlined to you what the instructions are and what the 
procedures are. From all of the evidence that I had before me, 
and what you have read, it appears that somebody made a certi- 
fication which was not an honest certification. 

Mr. Wuirren. Here is the thing that disturbs me on this matter. 
I think vou have made a very good record here with reference to the 
course followed once the shortage was actually before you, and you 
have set out to save the Government’s property, and you have moved 
rather rapidly. 

But the charge is made in the press by the General Accounting 
Office, if I read the story correctly, that this was minimized, after the 
Department’s attention was called to some of the shortages in Texas. 
This was the only case they had gone into, and apparently the 
attitude was that there was not really too much to it, and that it was 
all working its way out. 

[ want to say that I am disappointed in the lack of thorough 
investigation as to where what is known might lead. In the reports 
that you have given us, I do not know whether there is or there is not 
evidence of understandings between some employees and those in 
default, but one point on which all of the reports are silent is with 
regard to the efforts you have made to see how far known violations 
might lead. 

We have the case of the two men in Kansas City, who were supposed 
to have gotten gratuities. The folks from whom they got the gratui- 
ties also got benefits. 

One estimate was $12,500 at least and the other one was $50,000. 
[ don’t know what the total is. But the record here is wholly silent 
as to any investigation that you have made, and whether there was 
any tie-in between the gratuities received and the favors given to the 
Lone Star Co. and the others. That is the McCabe and Rausch case. 

In the bean case in Colorado, there is the matter of the warehouse 
receipts being moved from one place to another, which enabled the 
man to be as tremendously short as he was, and perhaps delayed the 
time when they caught him. 
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You are not in shape at this point to go into how long that was, but 
the record here is wholly silent as to any investigation into collusion 
here. 

Now, in this California case you have given the full facts as to every 
step that is made, but your own statement is silent as to whether ther 
has been any check-up into whether there was a certificate filed or whio 
signed the certificate or whether they had inspected or sealed thy 
bins, or whether there was any in-between man who got away with 
eight-hundred-and-some-odd-thousand dollars. The local committ 
which may have certified when the situation did not merit it. 

The point is that it does not look at this point in the record as j 
you have been nearly so thorough in checking on people, but the kind 
of cases we have here makes it necessary to see whether there was no! 
an agreement in them. You may find everyone in the clear but you. 

My. Kruse. Mr. Chairman, I am going to ask Mr. Duggan to speak 
about some of the investigating he does. 

There is a great deal in the record on that. But, in the first plac: 
no bank or lending agency of the Commodity Credit Corporation will 
ever make a loan unless all of the certifications, all of the things that 
[ have gone through, appear on paper, and they certify that they ar 
there. Now, as to the matter of collusion, | would like to have Mr. 
Duggan say a little something about that, because we do check that 
possibility. 

Mr. DuaGan. Well, the other day, Mr. Chairman, as you will 
recall, with reference to Rausch and MeCabe—and I think the record 
will bear this out—TI did say that we had made a very comprehensive 
check of their financial background, went through their bank records, 
including safety deposit vaults, income tax returns, and had come up 
with nothing which would indicate that they had received anything 
other than their normal incomes, or anything that would indicate that 
they were living beyond their governmental salaries. 

Mr. Wurrren. I recall that, and my statement stands corrected to 
that extent. You did go into that. But it still leaves the matter of 
agreement of understanding that they would favor the Lone Star Co 
What effort has been made in the California case regarding the com- 
mitteeman who certified to this? Is he now on the blacklist or was 
he asked to be removed, or did you report him to the State committee? 

Secretary Brannan. Mr. Chairman, before the answer to that 
question is given, may I make this statement in reply to vour previous 
statement, as an addition to what the other two gentlemen have said? 

When vou have an opportunity to look at the testimony of the 
General Accounting Office people, you will find that they make it 
very specific, by even mentioning the individuals’ names, that the 
people who glossed over the difficulties in the Texas area, were these 
two individuals who have been removed from employment, and that 
the people to whom they did the glossing over were not the public as 
a whole, but the General Accounting Office investigators. In other 
words, there had been no attempt on the part of anybody to gloss 
over except the two folks who were removed. 

When Senator Anderson pursued that matter very carefully, during 
the interrogation in the Senate committee, he developed the fact 
that it was these two people, talking directly to the investigators for 
the General Accounting Office, who made all of the optimistic state- 
ments about there being nothing to worry about there. 
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Mr. Wuitren. As a matter of pride quite naturally, people do not 
like to see the organization under fire and they do not always realize 
that the right thing so far as showing pride in an organization is 
concerned, is to correct that which is bad. 

The best way to show real belief in an organization is to do that— 
and my statement here does not in anyway indicate that I have any 
knowledge that there has been collusion. I say that these cases, in 
view of the charges and several other things, open up a field for a 
thorough investigation te see whether there has been any collusion 
between your own organization and these folks. The record at this 
point is largely silent as to how thorough that investigation has been. 

Certainly if proper checks were made, a committeeman who has 
signed just through negligence or otherwise, should not be serving and 
certifying for loans any more. 

Mr. Kruse. I agree with you. 

Mr. Wuirren. But here it is 1952 and the record is stlent as to 
whether that man has been removed or whether that person is still 
in service. 

lt is those kinds of things that lend themselves to a belief that 
maybe you are not doing everything that you can do to correct these 
things when they are called to your attention. 

Mr. Grtssuper. The case of this California man did not come to my 
attention until just recently. That is probably because it was an old 
one. 

Under the loan provisions, the committeeman must certify to that 
loan, and must have carried out the instructions that Mr. Kruse out- 
lined. 

In addition to that, when they take office they take an oath of office, 
which is very clear as to their responsibilities in carrying out the provi- 
sions of the program for which they are responsible. ‘They are guaran- 
teeing performance under that. 

The investigation and the report of this particular case indicates 
that a study was made in the investigation of the case to determine 
whether there was collusion. There is no evidence that there was any 
collusion. There is definitely evidence that there was a complete dis- 
regard of procedure and carelessness and negligence on the part of these 
county committees in certifying, when they had no knowledge, ap- 
parently, whether the grain was there or not. They didn’t even go 
and look. No action was taken to remove them, either. I don’t 
know whether they are serving now or not, as we have not had any 
tune to check into that. 

Mr. Wurrren. But the committee is going to expect you to check 
into it. 

Mr. Geisster. I can assure you that we will check into it, and 
take appropriate action. 

Mr. Wuirren. Who were those two producers out there who 
borrowed money when they were not eligible for a loan? 

Mr. Gretsster. They were named in the report by Mr. Kruse. 

Mr. Kruse. Why has not civil action been brought against them 
to recover the amount of money that the Government is out? Accord- 
ing to your report no action has been taken to recover in these cases? 

Mr. Geissuer. I think the report indicated, Mr. Chairman, that 
the proceedings has been against this warehouseman, and as soon as 
a determination is made as to the amount of the recovery which will 
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be obtained from the warehouseman, if that is short of satisfying the 
total claim, proceedings will be undertaken against the producers. 

Mr. Wurrren. I always thought that everybody just sued every- 
body in sight who was legally liable when they were trying to protect 
themselves against a loss. What if these folks get rid of their assets 
in the meantime, or move to South America? 

Mr. Getssuter. I am not defending what was done, because I think 
a suit should have been filed against the warehouseman and _ the 
borrowers at the same time. 

Mr. Wurrren. Who made the determination? Was it made by 
the regional attorneys out there? What explanation is there for 
leaving out of anv claim or any suit the two producers of barley who 
borrowed on ineligible barley? 

Mr. Hunrer. I do not believe a civil suit has been brought in this 
case. 

Mr. Wurrren. I was just trying to find out why not. 

Mr. Hunrar. We do not have the report as yet. 

Mr. Wurrren. Well, that was in 1948 as I understand it. 

Mr. Horan. Does not the statute of limitations apply here? 

Secretary Brannan. Yes; but that will not run for 5 or 6 years, 
probably 6 vears, at the earliest. 

Mr. Wurrren. The statute does begin in this type of case with the 
time when the thing happened. It would run from the time the 
shortage becomes known. 

Mr. Hunrer. I have a note here which states that these concerns 
have proposed a settlement in the full amount of the loans not re- 
covered. That is the reason I have not been able to proceed against 
the borrowers. 

Mr. Wurrren. Of course, that leaves us where we do not know 
what is going to happen. They might lose everything they have in 
the meantime 

Now, it was just said that the local committee had to certify that 
this barley was in the bin, and that they had checked it; also the 
borrower has to certify that he grew the barley. 

Now, why is not the report on these two borrowers sent to the 
Department of Justice, if they made a certificate, and I understand 
they do have to make one? 

Mr. Kruse. They never would get the loan unless they did make 
one. 

Mr. Hunter. That report was sent to the Department of Justice. 

Mr. Wurrren. So any delay in this case would be a delay by the 
Department of Justice, or it may be that it has not been delayed. 
They may not have made a final determination, but if so, they are 
the ones who made it. 

Mr. Suutman. I think that in the one case there is technical ques- 
tion of ineligibility. I believe that in one case a man delivered barley 
to an airstrip which the warehouseman controlled, and he, in turn, got 
receipts on barley that was supposed to have been in the warehouse. 
That barley was technically not eligible, but I think that is a highly 
technical point there. He could have delivered it to the warehouse 
and have gotten the same receipts. As far as he was concerned, he 
was just changing locations, and he had no reason to believe at the 
time, as I recall the situation, that the warehouseman did not have in 
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his warehouse—and at that time this was a reputable warehouse— 
barley equivalent to that which he had deposited with the warehouse- 
man at the air base. So as to that, the question of ineligibility is a 
highly technical one. : 

Mr. Somers. May I add just a comment to that? Mr. Shulman, is 
there not also a question of eligibility involved where the collateral 
that has been placed for the loan has already been converted, as of the 
date that the loan is disbursed? Do you see what | am getting at? 
If the collateral has already been taken by the warehouseman and 
disposed of as of the date that the bank made the loan, then technically 
the loan was not an eligible loan. Am I correct in that? 

Mr. Suauutman. I think it is perfectly clear that as to any barley 
that was not in existence at the time there was a purported moving 
of barley to the Commodity Credit Corporation as security for a loan, 
the producers are liable completely for the amount of the loan which 
was made with respect to that barley. 

Mr. Somers. I might just add further in that regard, that the state- 
ment that Mr. Kruse read brought out in considerable detail how 
much barley actually was in existence as of the date that the loans 
were made, as compared with the quantity of barley that should have 
been im existence. 

Now, as an audit matter—and I have reviewed the audit that was 
made in this case myself—I can say that the calculation that the 
auditors had to go through in order to start from a later date after 
all of these conversions had been made, and trace back through the 
records, through the many transactions on a commingled commodity, 
to try to determine what the position was as to the phiysic ral inventory 
as of given dates of conversion was a very difficult calculation and 
took a great deal of time. So that is a calculated matter of de- 
termining how much was in existence as of certain dates when the 
loans were made. So if that is what the investigator had in mind 
when he said that the loans were ineligible, why, that is probably 
true, in that certain quantities of the barley had already been con- 
verted, as of the dates the loans were disbursed. 

Mr. Wuirren. I believe this would be a good time to recess. The 
committee will recess until 10 o’clock tomorrow morning. 


TUESDAY, JANUARY 22, 1952. 
Mr. Wuirren. The committee will be in order. 
GALVESTON WHARVES -CASE 


We turn now to the next case which the committee has before it; 
that is, the Galveston, Tex., case, in which the municipality was 
involved in the storage and in which the CCC purchased 425,000 
bushels of No. 3 mixed wheat from three Midwest grain companies 
for shipment overseas to meet grain commitments. This wheat was 
purchased on an in-store basis in a municipally owned terminal ele- 
vator located in the city of Galveston. At the time of each purchase 
by CCC, the superintendent of terminal facilities certified to CCC 
that each vendor had stocks of wheat adequate both as to quality 
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and quantity in store in the elevator and that transfer of title of CCC 
had been made on the official records of the elevator. 

Our investigation revealed that the vendors at the time purchase 
contracts were consummated did not have in the elevator the grain 
called for in the contract; that the terminal elevator attempted to 
deliver out-of-condition wheat rated as garlicky and unfit for human 
consumption in fulfillment of the contracts. CCC rejected this 
wheat and sold it for the account of the vendors. Suit has been filed 
in a Texas Federal court against the three vendors and the munici- 
pality operating the terminal facility in the amount of $1,000,980 
The sum of $853,638 is available as a credit against the judgment 
requested, since this amount was realized by CCC from the sale of 
the out-of-condition grain. 

As will be noted from the above figures, the net loss established for 
the Government is $177,341. Insofar as was known at the time of 
our investigation, no criminal action has been initiated in this case 
for the false statements concerning the grain being in store when it 
was not. 

What report do you have on that case? 

Mr. Kruse. Galveston Wharves is owned by the city of Galveston 
and is operated through a body designated as the board of trustees 
of the Galveston Wharves. As of August 14, 1950, the members of 
the board were as follows: 

H. Y. Cartwright, mavor of Galveston, chairman; 

Kk. H. Thornton, vice chairman and general manager; 
KF. Harbelin, Galveston, member; 

Llovd A. Weber, Galveston, member; and 

Paul Cowley, Galveston, member. 

The commodity is 445,000 bushels of No. 3 mixed wheat, having a 
market value of $1,080,980, at time of sale of sample grade wheat 
which was offered to CCC and rejected, but subsequently sold pur- 
suant to an arrangement with Galveston Wharves. The proceeds 
from the sale were $853,637.66, and CCC net claim is for $227,342.34. 

Amount of bond to CCC: $50,000. 

Case history: On February 13, 1950, investigation of Galveston 
Wharves requested. 

On March 7, 1950, W. F. Weatherly, superintendent, elevator B, 
Galveston Wharves, advised officials of Dallas PMA Commodity 
Office that elevator B contained 475,000 bushels of sample grade 
wheat belonging to CCC. 

On March 8, 1950, conference held by director, PMA Commodity 
Office, Kansas City, in which he advised of call from Dallas office re 
Weatherly’s advice to that office. 

On August 14, 1950, the investigation report was issued and dis- 
closed that 445,000 bushels of CCC wheat and not 475,000 bushels 
were involved. 

The investigation developed that 20,000 bushels of the wheat was 
an accumulation over a period of time from placing and removing 
grain to and from the elevator by CCC, and that 425,000 bushels as 
follows were sold to CCC on an in-store basis at elevator B: 
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The general manager of elevator B originally took the position that 
these 425,000 bushels of wheat deteriorated after transfer to CCC’s 
account. Later, however, Galveston Wharves admitted liability with 
respect to the 175,000 bushels transferred on January 1, 1950, since 
his records indicated that Valley Grain Co. did not have the 175,000 
bushels in store. The elevator’s records further disclosed, according 
to the investigation report, that Valley Grain Co. did not have No. 3 
mixed wheat of sufficient quantity to fulfill the contract of September 
9, 1949. Payment for 250,000 bushels was made to Valley Grain Co. 
on September 12, 1949, after CCC was notified by the superintendent 
of elevator B that the grain was being held for the account of CCC. 
The Commodity Credit Corporation was notified by a representative 
of Galveston Wharves that on January 13, 1950, all of the 175,000 
bushels of No. 3 mixed wheat had been transferred to its account. 

The sum of $853,637.66 was realized by the sale of 480,401.31 
bushels of sample grade wheat and is now being held by CCC pending 
the final outcome of the controversy. Pursuant to letter authoriza- 
tion dated April 19, 1950, to the PMA commodity office at Dallas 
from E. H. Thornton, the sale of the entire quantity of sample grain 
wheat was made by officials of the Dallas office. 

On October 3, 1950, demand was made on Galveston Wharves for 
$227 342.34, representing the difference between the market value of 
445,000 bushels of No. 3 mixed wheat at date of failure to deliver 
and the proceeds from the sale of the 480,401.31 bushels of sample 
grade wheat. 

On October 11, 1950, Mr. Thornton, general manager, came to 
Washington and discussed the case. He admitted liability in regard 
to 175,000 bushels but disagreed as to the amount of liability. He 
denied any liability with respect to the 250,000 bushels. 

On January 30, 1951, the case was referred to the Solicitor’s office, 
Department of Agriculture, with the recommendation that appropriate 
legal action be initiated to recover CCC’s loss. 

On August 6, 1951, the case was submitted to the Attorney General. 

In October 1951 suit was filed against the firms from which CCC 
purchased wheat and the city of Galveston. The firms were included 
in the suit because there was evidence indicating that these firms did 
not have sufficient No. 3 mixed wheat in the elevator to meet the 
sales to CCC. 

After we made demand against elevator B, Galveston Wharves, 
that elevator brought suit against Valley Grain Co. over the 175,000 
bushels of No. 3 mixed wheat which was transferred to CCC’s account 
on January 13, 1950. The suit was dismissed subsequent to the 
filing of CCC’s suit. All parties are now involved in the one suit 
brought by CCC. 
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Mr. Wuirten. According to our report, however, there was a cer- 
tificate or representation by the elevator that these three companies 
which are supposed to have sold the grain to you had the grain in store 
in the elevator at that time, which was false. And, in addition, there 
was a representation that title had been transferred to CCC on the 
official records of the elevator, which was not true. 

What action, if any, was taken to pass on to the Criminal Division 
of the Department of Justice any false representations, if the statement 
to us is correct that there were false representations in regard to both 
of these matters: First, that wheat was in store when it was not; and, 
second, the title had been transferred from the records of the company 
when as a matter of fact it had not? 

Secretary Brannan. Mr. Chairman, may I just remind you again, 
in answer to similar questions we have already pointed out that when 
these matters are referred to the Attorney General they are referred for 
all purposes. He has all the facts. If crimes are indicated by the 
evidence, we assume he will take proper action in due course. 

Mr. Wuirren. So, the facts were sent over in connection with any 
alleged misrepresentation which might be the basis for a criminal in- 
vestigation and appropriate action? 

Secretary BRANNAN. All of the facts that are pertinent were made 
available. 

Mr. Wurrren. Do your records disclose whether there was a false 
representation? I believe I understood you to say they do disclose 
that there was a false representation as to them having the grain 
in store, 

Mr. Krust. The wheat was sold to us as being in store. 

Mr. SuutMan. I think we can give you a report on the case. 

Mr. Wurrren. Does CCC have in its possession any paper or 
instrument which shows that the elevator, or anyone connected with 
the elevator, did represent to you that the grain was in store? If 
you do not have that, I will ask you: Do you have any authority to 
pay for grain unless it is shown that 1t was in store? Can you buy 
grain from an elevator that does not have grain in store? 

Mr. Suutman. The theory of the Government’s suit is that the 
grain Was not in store. 

Mr. Warrren. What do your regulations require—that the grain 
must be in store before you can pay for it under the regulations? 

Mr. SHutman. There are no regulations covering this particular 
situation. This was a purchase of grain. As I understand it, it was 
to fill an export order. 

Mr. Wurrren. You were acting not in your capacity as Commodity 

Credit Corporation for the price-support program of the country but 
in connection with the International Wheat Agreement? 
» Mr. Suutman. I understand this wheat was purchased——and Mr. 
Kruse knows more about that than I do—to meet an anticipated 
export order. It was bought in store. Obviously, if it was not there, 
there was breach of contract. 

Mr. Wuirren. Do you have any instrument that represents this 
wheat was in store in the elevator at the time the transaction was 
consummated? 

Mr. Suutman. I believe there is evidence in the investigation report 
which would indicate that it was not in store. 

















th 
re 





1d 
ny 


le 


203 


Mr. Wuirren. I am sure of that, but I am asking you if prior 
thereto there was anything in vour files which would indicate anyone 
represented that it was in store? ; 

Mr. Suutman. I am not able to answer that question without 
examining the investigation report. 

Mr. Wuirren. It would appear to me that, in the investigation of 
any such cases as this, your files would disclose or should disclose 
whether there was a representation that the wheat was in store. 
If there was such a representation, who made it, and when. <A copy 
of the instrument should be made available to this committee. 

If there is any written representation that the books of the com- 
pany showed that the grain had been transferred to CCC and that 
the deterioration came subsequent to the transfer, that should be 
made available to the committee. It follows—and I am not asking 
you to accuse anybody of a crime—if your files disclose that you 
had representations of that sort, then you certainly could say when 
you went to the warehouse the grain was not in store at the time 
you checked it and that the books of the company failed to show that 
it had been transferred on the books of the company. If that charges 
anybody with a crime, the facts themselves do it and not your repre- 
sentations. 


DILIGENCE IN PROSECUTION OF CASES OF IRREGULARITIES 


Here is the thing you folks overlook: It appears to me that if a 
person tries to wish off on you second-grade wheat or second-grade 
grain, and he gets caught, all he does is pay the difference. He has 
not lost a thing, because he did not have the difference to start with. 
You have got to go further for the protection of your other contracts 
by doing everything that the law permits in those cases. All a man 
stands to lose are his profits. If he gets by with his profits 

Secretary BRANNAN. Mr. Chairman, there is not a case which this 
committee has discussed so far in which there is the slightest intima- 
tion of that as far as I can see. We have moved expeditiously in each 
one of these cases, as soon as the irregularities were disclosed, to 
obtain all of the factual evidence that we can obtain. There is not 
the slightest bit of evidence in this record that we have withheld a 
single word of fact from the Attorney General. As a matter of fact, 
we have furnished it to him in every case. The fact that he has not 
been able to place each and every one of these people in jail forthwith, 
in my opinion, does not imply lack of due diligence. He has 3 years 
as to crime and 6 years as to civil claims to operate within the statutes 
of limitations. He has a lot of criminal and other kinds of cases other 
than ours that he has to take care of. We do have to perfect these 
cases to the standard of proof with which you are well familiar. I 
do not think you will find a single case that reflects a lack of diligence 
in the submission of the facts to the Attorney General. 

Mr. Wuirren. I was not the one who made that charge. I do say 
it has been in the newspapers and that the charges have been made in 
other places. I have not subscribed to any such view. I am not in 
position to say in this case that there has been any violation of the 
criminal law. I have asked though if there is any evidence in the files 
of your investigation of the fact that it was represented this wheat was 
in store when as a matter of fact it was not, and if your files disclose 
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whether there was a representation that this wheat had been trans- 
ferred on the books of the company. You say this has been sent to the 
Department of Justice. I am trying to find out what you sent to 
them, what evidence you had. If you have not checked these two 
facts, I want to know why, because they are pertinent to the whole 
story. If you have not checked them, I will have to say you have not 
made a thorough investigation. 

Mr. Kruse. Do you know what the investigation shows, Mr. 
Duggan? 

Mr. Duaean. No, sir; because I have not examined the report of 
any recent date. It is an old report. I will say this, though, since 
Mr. Shulman has said the civil action is predicated on the fact that 
the wheat was not in store, we have in the investigation report sufficient 
pertinent information to support that charge. I will be happy to 
check on that particular point and advise the committee accordingly. 

Mr. Wuirren. A list was read into the record earlier that the 
agreement between the Department’s Solicitor and the Department 
of Justice in connection with cases has been sent over. If the 
Department is asked by the Department of Justice to hold back and 
not send over cases unless in the opinion of the Solicitor there is ampk 
proof available to prosecute the cases, and if the Solicitor under that 
agreement assumes the responsibility, then it becomes pertinent to the 
committee to see what kind of investigation you are making and what 
proof you have. 

These two items in this particular case certainly are vital to what 
you can do in either case. 

Mr. Hunter. The entire investigation file was sent to the Depart- 
ment of Justice. Everything in our office and what it knew was 
brought to the attention of the Department of Justice. We did not 
screen this case at all. 

Secretary BRANNAN. Mr. Chairman, may the record again show 
that the very material you are reading is from our own investigation 
report? 

I would like to say that the information our investigators have 
comes from the Department, and the report shows that there was 
representation that the grain was in store in the elevator when accord 
ing to our report it was not. The report we have also shows there 
was representation that the grain had been transferred on the books 
of the company, which according to our report it had not. 

Mr. Wuirren. If this came from your records, I am wondering 
why you cannot advise the committee as to what your records do 
show. If we have got to go through our investigators to find out 
about the records, then now is the time to correct that. 

Mr. DuaGan. We will be glad to check that. I am certain it is 
there in the report and that your investigators took it from our very 
report. 

Secretary Brannan. Mr. Chairman, on what theory would the 
Attorney General make a case if he did not have that kind of evidence? 

Mr. Wuitren. The report made to our committee says that suit 
has been filed in the Texas Federal court against the three vendors and 
the municipality operating the terminal facility for $1,000,980. The 
sum of $853,053 is available as a credit against the judgment requested. 
This amount was realized by CCC from the sale of out-of-condition 
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grain. As will be noted, the net loss established is $147,342, which 
was changed by Mr. Kruse to $227,000. 

Then the report concludes with this: 

Insofar as is known, no criminal action has been initiated in this ease. 


I am trying to find out in this case whether the whole file went to 
the Department of Justice for their disposal as to whether or not 
there has been any criminal violation or not. Since apparently his 
decision will be predicated upon your getting the evidence, I have 
been trying to see if you did get the evidence on these two pertinent 
questions; that is, misrepresentation as to its being in store, or any 
purported misrepresentation as to whether this transfer was on the 
books of the company or not. 

If the Department of Justice acts on your investigation, the com- 
mittee is interested in how thorough your investigation was and what 
facts you disclosed to him. 

Secretary BRANNAN. Mr. Chairman, I am sure the record now dis- 
closes that the Attorney General has everything that we have devel- 
oped so far. 

Mr. Wuirten. I am trying to find what you developed so far. 

Secretary Brannan. That is where you put us in the difficult posi- 
tion of asking us to accuse people of crimes. That is the grand jury’s 
job. We will supply all the evidence we have. We certainly do not 
want to run the risks of a lot of libel suits. 

Mr. Wuirren. Is it the view of the Department that you cannot 
put in this record any statement that you may have as to whether 
there was any written statement as to whether the grain was in store 
or not? 

Mr. SoutMan. I would say that is not the view of this Department. 

Mr. Wurrren. In view of the things that the Secretary has raised, 
is it true that you cannot put in the record at this point any report 
on representations by anyone connected with the warehouse to the 
effect that the grain had been transferred, on the books of the ware- 
house? Can you put that in the record? 

Secretary BRANNAN. We have put it in the record, Mr. Chairman. 
If you will remember Mr. Kruse’s statement, he even says that 
Galveston Wharves have admitted lability with respect to 175,000 
bushels. 

Mr. Wuirren. That is a considerable difference from the other. 
It is claimed by some of the folks that all you do when you catch 
somebody is to get your money back and call it quits. I do not say 
that is so, but folks accuse you of that. I am trying to find out if 
vou have the elements that will be the basis of consideration in 
determining whether to go further than just getting your money back. 

All he said was that they admitted liability. If there is anything 
to these other charges and if they can admit liability and pay the 
financial loss, it is certainly an easy out for them. 

Secretary Brannan. Mr. Chairman, if there is anything in any 
of these records that indicates that we have not diligently pushed ail 
of the evidence which brings civil or criminal responsibility to the 
doorstep of any of these people, I fail tosee it. The Attorney General 
has not thrown all of the men in jail, but we feel he has and will take 
ihe proper action at the proper time. 
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Mr. Wuirren. Maybe they do not deserve to go to jail. I am 
not trying to say they do. I say anybody charted with an investiga- 
tion that does not find out those two facts, in my humble judgment, 
has not done a thorough investigation. 

Mr. Duaaan. I intend to show for the record that our report covers 
that aspect of the case. 

Mr. Hunter. I might add our report is available to the committee. 

Mr. Wuirren. We were given to understand the whole report had 
been sent over. I presume, then, you kept copies of what you sent 
over for your own reference. I will ask that that be gone into. If 
the action is going to be predicated on your investigation, we need to 
see how thorough your investigation has been. I do not subscribe to 
these charges that are being made against you. I believe many of 
them are not true, but we do need this information to show whether 
or not they are true. 

(The information referred to was supplied for the committee files 

Mr. Horan. I get back to my initial request, Mr. Secretary: Wh: at 
can we do to help you in a more expeditious handling of these cases? 

Secretary BRANNAN. Mr. Horan, I do not know how these cases 
ean be handled any more expeditiously than they are being handled, 
You remember my reading the Tanner case. How could we have 
moved any faster than we did in the Tanner case? The answer is 
perhaps we could have moved as fast as we did in the Bates case. We 
moved about 3 days faster there. 

Let me say this: We keep talking here about a problem as if these 
cases indicate that there is some laxity, or there has been some serious 
defaults in the Department of Justice. I say to you: Until the Lord 
changes the constitution of men’s minds and removes the possibility 
that they will be dishonest, there will be some of these fraud cases. 
We have literally hundreds of millions of transactions, and a few of 
them are such that we do run into men of bad judgment and bad intent. 
But that does not mean that we can stop it. It does not mean the 
Department of Agriculture is in any way being badly administered. 

I will say to you in my opinion the laws of the Department of 
Agriculture are being very effectively and efficiently administered. 
Sure we have a couple of people who do not keep up with their jobs 
once in a while here and there. We have a few people who do im- 
proper things. If you will read the re sr which we issued the other 
day, you will find that we had a total of 1,525 cases which were in- 
vestigated during 1951 by the Department er Agriculture.  Sixty-six 
new criminal cases were initiated, and fines totaling $88,010 were 
imposed in 48 cases. In addition, suspended fines and suspended jail 
sentences in other cases amounted to $600 and 7 years, respectively, 
while probationary time totaled 40 vears. Recoveries of money 
fraudulently or improperly obtained from the Government. totaled 
$1,013,000. Savings, in claims made against the Government but 
not paid, amounted to $214,989. Collection of delinquent loans and 
liquidated damages and penalties amounted to $718,238. Fines 
recoveries, savings, and collections totaled $2,034,639. 

If you stand back and take a perspective of the Department and 
the things we do in our normal operations, you will see that we have 
been diligent. But the most elaborate diligence will still not prevent 
dishonest men from attempting something here and there. 1 am sure 
that some people who have attempted to defraud us should go to jail, 
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but some of them probably will not be there for a year or so. I 
suppose that, according to the law of averages on people who violate 
the law and get away with it, some of these will go free. I don’t re- 
member the exact statistics, but you probably do, Mr. Chairman. I 
believe, however, that something like only one out of 16 homicides in 
this country are ever brought to trial. Of all the homicides that are 
brought to trial, less than 25 percent of the defendants are convicted. 

In short, I am pointing out that even the great diligence of all of 
our police forces in the country still does not get every man who 
committed a murder, and still does not put him away. Many of 
them are not even apprehended. If I could make an appeal here, it is 
to take a broader perspective of this thing. We get our eyes close 
to 10 or 12 cases on the table. We say, “Here are 10 bad people 
who have tried to defraud us. That means that the whole barrel is 
rotten.” 

Mr. Horan. I would have to disagree with you. I think our 
chairman’s questioning was very good. I think it pointed to the 
fact that to protect the vast bulk of the innocent and honest people 
who deal with Commodity Credit we should make quicker disposition 
of these cases which appear, on the surface at least and from the 
records of your investigators, to be clear cases of fraud, or at least 
highly suspect. It is that we are thinking of. 

Secretary BRANNAN. | am perfectly in agreement that the com- 
mittee has the right and duty to go into these cases and study them 
carefully as we have. I respectfully hope that a record will be made 
here which will be the answer to those who, as the chairman has 
several times pointed out, would destroy the price-support program 
and some of the programs of the Department by trying to pin-point 
the few cases like this. We know, for example, that the Camp 
Crowder case, which we have talked about here, has been used time 
and time again in an effort to discredit all phases of the price-support 
program. 

The one statement in the public record on lack of due diligence 
occurs in the General Accounting Office report. If you will read the 
testimony before the Senate committee, you will find that they were 
talking about two people whom we fired. 

Mr. Horan. Mr. Chairman, I do not want to take up too much 
time. I felt the importance of vour approach to this matter. We 
do feel our responsibility. The standing of the Department of Agri- 
culture is very high in this Nation. We do not want to undermine 
that in any way or do anything that will not be constructive. If 
there is something the Congress can do, I do feel after the investiga- 
tion is over that we are having now that we will have some standing 
with the standing and legislative committees and also the entire 
Congress if some assistance is necessary in order to speed up the cul- 
mination of these cases which do tend to discredit the entire Depart- 
ment, which is unfair, as vou have pointed out. 

That is all, Mr. Chairman. 

Mr. Wurrren. I want to say this in recognition of what the Sec- 
retary has said. He has pictured the size of this operation and perhaps 
the record does not disclose the value of the price-support program 
as much as it might. I do say to the Secretary that there is merit 
to his views which are borne out by the facts in many, many 
ways. But the handling of these cases that are a matter of record 
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here will largely be the basis on which the Department and the Com- 
modity Credit Corporation will be judged. That being true, even 
though it is a small number, how you handle these cases is a pre tty 
good index as to how you w il handle similar cases. 

[ say again that because something should be referred to the 
Department of Justice does not in any way mean that people should 
or should not be indicted. They should be indicted if the facts are 
such as to show a violation of the law. If the facts do not so show, | 
would be the first to say there should be no criminal prosecution. | 
have said that they are asking you to take considerable responsibility 
when you have an agreement such as was put in the record. They 
are giving to the Department a considerable responsibility which | 
want this record to show they are delegating. 

Under the present conditions I also want to ask that facts in these 
cases go to the Department of Justice for their consideration. In most 
cases you have clearly shown to the committee they have gone there 
and in the other cases here we are going to ask they be sent. But if 
that decision by the Department of Justice is to be predicated large ly 
on your own investigation, then the job falls to us to see how thorough 
your investigation is on the particular points which we think are 
important in connection with it. 

So it is along that line that these questions have been directed. 

Secretary Brannan. Mr. Chairman, I would like to make a sug- 
gestion. Your investigators read our investigation files and it was 
from those files that they have taken the facts about which you are 
interrogating us. Do your investigators say that our investigating 
activities are lax or inadequate? They have had access to the files. 
They have looked at them from A to Z. Do they say they are in- 
adequate? 

Mr. Wurrren. We expect to discuss that later with you. But | 
will say, and the record shows numerous statements like the following: 
“Insofar as is known, no criminal action has been initiated in these 
eases,”’ 

That would not mean laxness on your part necessarily. It may be 
the Department of Justice just has not seen fit to move. It may be 
they have no basis on which to move. I don’t know. But through- 
out it those kind of statements appear in our report. Since they ap 
pear, the thing for us to do is clear them up and see what it means. 
Does it mean vou have been lax or not? You say not. You are 
making a good record showing what you have done, but we want to go 
into the other part of it as well. 

Secretary BRANNAN. If those statements said that to date no 
criminal action has been taken and the statute of limitations is about 
to run, then I think we would have a legitimate right to be worried. 

Mr. Wuirren. It may be no criminal action should be initiated. 
We want to see how complete the investigation was. We want to 
see that the Department has done everything it can. When we get 
these two items which I understand will be presented to us, we can 
determine as to the completeness of the investigation. 


RICE GROWERS ASSOCIATION OF CALIFORNIA 


Next for discussion is the California Rice Growers Association 
which developed from an investigation as to the possible violation of 
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antitrust statutes. The Department of Justice agents discovered 
that in 1949 the association had delivered to CCC, under the 1948 
Rice Purchase Agreement, approximately 60,000,000 pounds of rough 
rice, 45,300,000 pounds of which was not the property of the associa- 
tion and therefore not eligible to receive the Government support 
price. Evidence disclosed this action had been taken to bail out 
certain California rice mills which found themselves with large stocks 
of inferior quality rice at the end of the 1949 rice season. 

Apparently you also uncovered some evidence in connection with 
letters from officials of the mills which would indicate what had been 
going on. The Government’s estimated loss is $731,221, which 
represents the difference between what CCC paid for the ineligible 
rice plus storage plus handling charges and what was obtained from 
the sale of this rice to the United States Army. 

On March 16, 1951, an indictment was returned by a Federal grand 
jury in San Francisco against the California Rice Growers Association 
and its chief officers charging, among other things, that the associa- 
tion and its officers had been guilty of defrauding the Government by 
selling 39,500,000 pounds of milled rice (the rough rice having been 
milled at PMA expense) to CCC between May and October 1949, 
and that the Government had been cheated by the use of false bills 
of lading. Bills of lading were drawn to make it appear that this 
rice came from cooperatives which had a legal right to price support 
through CCC. 

» Mr. Kruse. This involves the Rice Growers Association of Califor- 
nia, Sacramento, Calif., a California corporation composed of member 
producers. The names and addresses of the officers of the corporation 
as of September 30, 1950, were: 
EK. L. Adams, President, 1417 Esplanado, Chico, Calif.’ 
George W. Brewer, general manager, 1557 Thirteenth Avenue, 
Sacramento, Calif. 
R. A. Crowe, secretary-treasurer, 3680 Cutter Way, Sacra- 
mento, Calif. 

The amount of claim is $731,192.03, which represents the difference 
between $2,701,712.03, the cost to CCC of the 394,104 hundredweight 
of ineligible rice f. a. s. Stockton, Calif., and $1,970,520, the sales price 
of the same quantity to the Army f. a. s. Stockton, Calif. CCC’s cost 
was $6.8554 per hundredweight and the sales price was $5 per hundred- 
weight. 

Jasis of claim: Sale of ineligible rice to CCC. 

Investigation was requested by the Administrator, PMA, as a 
result of the review on October 19, 1950, of material assembled by 
the Federal Bureau of Investigation during an investigation of the 
association and other rice mills in connection with alleged violations 
of the antitrust laws. 

Case history: January 26, 1949, the association entered into a pur- 
chase agreement with CCC by which it applied for option to sell to 
CCC a maximum quantity of 600,000 hundredweight of 1948-crop 
paddy rice pursuant to the conditions of the 1948 rice price-support 
program. The agreement was signed for the Rice Growers Association 
of California by George W. Brewer, general manager, and for CCC by 
Harold Dewey, chairman, Sacramento County PMA Committee. 

May 26, 1949: The association gave notice of its intention to deliver 
the maximum amount and requested delivery instructions. 
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July 26, 1949: The association entered into a contract with CCC 
which provided for delivery of the rice in milled form rather than as 
paddy rice, basis f. 0. b. dock, Stockton, Calif. This contract was 
signed for CCC by Roland F. Ballou, contracting officer, pursuant to 
authority received from the Grain Branch, and for Rice Growers 
Association of California by George F. Brewer, general manager. 
Delivery instructions were issued the same day. 

August 2 to September 14, 1949: 428,584 hundredweight of un- 
polished milled rice, the equivalent of 599,851.22 hundredweight of 
paddy rice, was delivered to CCC f. 0. b. dock, Stockton, Calif. 

Instructions issued under “ 1948 rice price support program, 
known as Rice Bulletin No. 1, provided that cooperative marketing 
associations of producers vats be eligible for loans and purchase 
agreements, if (1) the grower members are bound by contract. to 
market through the association; (2) the major part of the rice mar- 
keted by the association is produced by members who are eligible 
producers; (3) the members share proportionately in the proceeds 
from marketing according to the quantity and quality of rice each 
delivers to the association; (4) the rice purchased from nonmembers 
is segregated sufficiently to assure that the rice placed under loan or 
delivered under a purchase agreement shall accurately reflect the 
quantity and quality of rice grown by grower members; and (5) the 
association has the legal right to pledge or mortgage the rice as 
security fora loan. The instructions further provided that purchase 
agreements could not be assigned. 

The investigation, report of which was dated January 5, 1951, 
disclosed that 394,104 hundredweight of the 428,584 hundredweight 


of unpolished milled rice delivered to CCC pursuant to the purchase 
agreement and milling contract came from the inventories of the 
following companies in the quantities indicated: 


Hundred- 

weight 
Rosenberg Bros. & Co., Ine., San Francisco, Calif _ — - : 277, 926 
Woodland Rice Co., Woodland, Calif : Si Sob 6. 178 
C. B. Grosjean Rice Milling Co., San Francisco, Calif_- iss go Sao 


Total oP pee ee : - 394, 104 
March 15, 1951: The association, Rosenberg Bros. & Co., Inc., 
C. E. Grosjean Rice Milling Co., and several individuals were indicted 
by separate indictments for criminal fraud and for violation of the 
antitrust laws by a Federal grand jury—criminal Nos. 32880 and 32881 
in the United States District Court for the Northern District of 
California, Southern Division. The defendants entered pleas of not 
guilty. The criminal fraud indictment charges that rice delivered to 
CCC was ineligible because supplied by the dealers who were not 
eligible producers and that the dealers and the association fraudu- 
lently and deceptively effected the delivery of such ineligible rice to 
CCC. 

July 3, 1951: The civil aspects of the case were developed and 
referred to the Department of Justice. 

The antitrust case was tried in November and December, 1951. 
All defendants were acquitted. The criminal fraud case has not yet 
been tried. 

Mr. Wuirren. In the purchase of that much rice from the Rice 
Growers Association in California who would initiate that sale? 
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Would it be a proposal by the Rice Growers Association to the PMA 
in California? 

Mr. Krust. The price-support program is available to a producer 
or to a cooperative association of producers under one of two ways: 
By an individual loan or by a purchase agreement. A purchase agree- 
ment merely means that the producer has until the due date to 
notify the Commodity Credit he expects to avail himself of price 
support. 

Mr. Wuirren. Let us get down to the mechanics now. This com- 
mittee is familiar with the fact you have community committeemen 
in each community and in agricultural communities. But you have 
a county committee which handles a big part of your job and which 
helps administratively to run the local end of it. 

In the purchase of 60,000,000 pounds of rice in California, with 
whom would that application be filed? I am talking about your 
normal procedure. 

Mr. Kruse. With the county committee. 

Mr. Wurrren. Then the county committee would be authorized to 
vo ahead and purchase it? 

Mr. Kruse. The county committee would be authorized to accept 
delivery of it and would receive the shipping and disposition instruc- 
tions from the Commodity office. 

Mr. Wuairren. The county committee approves it. After they 
do so, do they send their approval in to the Commodity office? You 
do not send it to the PMA State office? 

Mr. Kruse. It is routed through the State PMA office. 

Mr. Wurrren. Would they put their approval on it? 

Mr. Kruse. No. 

Mr. Warren. It would go through the State PMA office and they 
would send it to the Commodity office. Where would that be? 

Mr. Kruse. In San Francisco. 

Mr. Wuirren. It is to be presumed then in this case that the Rice 
Growers filed an application to sell this much rice to Commodity Credit 
and they had to represent that the rice was eligible? 

Mr. Krust. That is right. 

Mr. Wuirren. This county committee would have to represent 
that it was eligible rice? 

Mr. Kruse. Yes. 

Mr. Wurrren. The county committee also would have to say that 
they had checked the quantity and quality? 

Mr. Kruse. Not on a purchase agreement because the purchase 
agreement has no quality analysis or no storage involved in it. The 
producer does not receive any money until he delivers the commodity. 
He furnishes his own storage. He promises to deliver to Commodity 
Credit X number of bushels or pounds of rice that are of an eligible 
classification as stipulated in the contract. 

Mr. ANpeRSEN. And it must be of a certain grade. 

Mr. Kruse. It must be of an eligible grade but that grade is not 
specified in advance. 

Mr. Wuirren. Then you do have a check as to grade and quality 
before the money is paid and title to the rice accepted? 

Mr. Kruse. That is right. 

Mr. Wurrren. And as to quantity also? 

Mr. Kruse. That is right. 
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Mr. Wuirren. Who would do that type of checking in a particular 
case? 

Mr. Kruss. In this case where it was not actually physically 
delivered to the county committee such check of grade and qualit, 
would be made at the designated point of delivery. 

Mr. Warrren. Would you get warehouse receipts in this case or any 
kind of certificate from the warehouseman as to this or would you just 
simply have a transfer, a bill of sale, of this quantity of rice by the Rice 
Growers Association? 

Mr. Krusr. When it was delivered to us and we put it in a ware- 
house, we would require warehouse receipts. 

Mr. Wuirren. Was this rice moved from the Rice Growers Associa- 
tion to a warehouse, or did they continue to store it after you 
purchased it? 

Mr. Kruse. It was left at the original place of storage until the mill- 
ing contract was entered into and then it was ordered delivered to the 
base for export shipment. 

Mr. Wuirren. How long has the Rice Growers Association been 
operating in that area? 

Mr. Kruse. I don’t know. 

Mr. Wuirren. Were their operations in the county where the 
county committee passed on this purchase agreement? 

Mr. Krusse. Yes. 

Mr. Wurrren. Is the Rice Growers Association well known by the 
county committee which should have known that they had no such 
quantity as 30,000,000 pounds of rice that would be eligible? Or did 
you investigate that fact to see whether the county committee knew 
that they had no such quantity of rice? 

Mr. Kruse. As a matter of fact, I think the production records ar 
amply clear that there was considerable more eligible rice than th 
60,000,000 pounds which they requested price support on, and they 
disposed of part of this rice themselves and did not ask for price 
support on their total crop which was eligible but only asked fo: 
price support on a portion of it which they thought they might not 
be able to advantageously dispose of in the market. 

Mr. Getsster. May I add one bit of information there? To my) 
own knowledge this rice co-op existed as early as 1934. 

Mr. Wuirren. The Rice Growers Association is a cooperative and 
handles rice for members of the cooperative who were eligible for th 
advantages of the loan. But in this case the association took rice 
which it had gotten through other means and worked it through as 
though it was the rice of the cooperatives? 

Mr. Krust. Part of the rice came from the stocks of the dealers 
Whether it was purchased by the Association under circumstances 
making it eligible for delivery to us, and whether it was of suitabl: 
quality, are the issues involved. 

Mr. Wuirren. Certain charges were made that this purchase was 
made because of the interest that those folks had and the connection 
they had with the PMA. Have you investigated certain allegations 
that this was done because one of the directors of the Rice Growers 
Association was serving as a special consultant to the Administrator 
of PMA, that certain officials in the PMA office here evidenced interest 
in having this sale consummated and that approval came through 
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action from Washington rather than in the local office? Is there 
anything in the record to sustain any such charge? 

Mr. Kruses. I presume you refer to Mr. Glenn Harris, from Cali- 
fornia, as the rice grower and probably to Fred Entermille of the Grain 
Branch. We have a statement from both Mr. Harris and Mr. Enter- 
mille. 

Mr. WurtreNn. I notice the allegation made by the attorney for the 
defendants in the case. I realize that there may be some feeling on his 
part, but I want to know how thorough your investigation was to 
check whether the charges made by the attorney for the defendants 
could be substantiated, or whether there was any evidence to indicate 
that. 

Mr. Kruse. I think I can say this: That when we first received the 
information on this thing | personally had a conference with Glenn 
Harris and Mr. Entermille and discussed the matter with them and 
was given assurance that they had no knowledge that rice which had 
not belonged to the cooperative all along was being delivered to Com- 
modity Credit Corporation. 

Mr. Wuirten. Of course, if there had been, you would expect that, 
would you not? 

Mr. Kruse. That is right, but to be real sure that there were 
not, the compliance and investigation boys were asked to check the 
record completely. 1 think Mr. Duggan has a statement from both 
individuals. 

Mr. Wuirtren. Did you handle this investigation, Mr. Duggan? 

Mr. Duaean. Yes, sir. 

Mr. Wuitren. How thorough was vour investigation to see whether 
the charges of the attorney for the defendants could be substantiated 
in any degree? 

Mr. Duaean. Well, I can only say in general terms, Mr. Chairman, 
that we did make what I consider a complete, thorough, and compre- 
hensive investigation, and one which was made available not only to 
the antitrust division in San Francisco but also the Justice Department 
here. The report does contain a written statement from Mr. Enter- 
mille and likewise a statement from Glenn Harris. 

Mr. Wuirren. Now, that is just a denial of these accusations. 
Did you find anything in your investigation to stibstantiate in any 
way the charges that were made by the attorney for the defendants? 

Mr. Duaean. I don’t know specifically what charges you are re- 
ferring to, but I think our report did not disclose any improper con- 
duct or activity on the part of either Harris or Entermille. 

Mr. Wuirren. The attorney for the Rice Growers Association 
stated that the entire transaction had been made at the request of the 
Deputy Director of the PMA Grain Branch and that both this official 
and the special consultant to the Administrator knew that the greatest 
part of this rice was not association-owned but came from commercial 
mills. Your deputy adninistrator and the director of this Rice 
Growers Association, who was a special consultant to the PMA Ad- 
ministrator, both had knowledge that this rice was not eligible and 
further that the transaction originated with your deputy administrator 
here rather than in the field as your regular procedure would dictate. 

Mr. DuaaGan. Opposed to his statement, of course, you have denials 
from both of the others. 





Mr. Wurrren. Of course, they would naturally deny it. The fact 
that this comes from the attorney for the defendants would mean that 
it should not bear too much weight. But it should cause you to make 
a thorough investigation. 

Mr. Duaean. There is no question but what Entermille was in on 
this, | believe, from the start, and did have many communications 
both in person with the attorney for the Rice Growers and by way of 
letters and telegrams. 

Mr. Wuirren. Now, he was also a director of the Rice Growers 
Association? 

Mr. Duecan. Not Mr. Entermille. But I believe the attorney y 
2 director for the Rice Growers. 

Mr. Warrren. What investigation did you make to determine 
whether the approval did originate here with the DeputyAdministrato! 
as against following your normal course? 

\tr. DueGax. I did not understand that question, sir. 

\Ir. Wuirren. The statement is made that the transaction was the 
result of a request of the Deputy Director of the PMA Grain Branch 
here, which is the reason you bought this grain. 

Mr. DuaeGan. I think that is well established by the report. 

Mr. Wairren. Well, now, if the law gives him the right to sell it, 
if the normal course for the local committee is to accept the applica- 
tion, and if the grain meets requirements it is a matter of right that it 
be purchased. I am wondering why the Deputy Administrator here 
had to tell them to buy it. 

Secretary Brannan. Well, Mr. Chairman, may I interpose here to 
answer that question? 

Mr. Warrrren. Yes, sit 

Secretary Brannan. The reason is that we were acquiring rice 
under the price support program, and we disposed of it to the Army. 

Mr. Wuirren. Well, now, that brings up a little different question 
then. If vou were purchasing it for the Army, it stands to reason, 
then, that the reason this matter was handled as it was is that thev 
had the right to sell, but the sale price on the market was less than 
the support price at that moment. Then vou needed the rice as the 
purchasing agent, and not as the price support corporation of the 
Government. If ‘vou had purchased the rice direct you would prob- 
ably have paid one price, but if it were eligible for purchase at the rate 
of the price support program, you paid them another price; is that 
right? 

Secretary BRANNAN. But, Mr. Chairman, remember that we have 
a statutory obligation to support rice, corn, cotton, wheat, tobacco, 
and peanuts. Those are the so-called basic commodities. If these 
people tendered us rice that was entitled to price support, we would 
have to take it no matter what the market price was. 

Mr. Horan. But that is eligible rice? 

Secretary BrRaNNAN. That is the crux of the case. We thought 
we were getting eligible rice, and in selling it to the Army we were 
getting out of a long-time storage arrangement. 

Mr. Wurrren. You haven’t gotten away from my earlier statement, 
which is: If this had not been eligible rice and you were purchasing 
rice for the Army, you would have purchased it at the prevailing 
market price; would you not? 
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Mr. Geisster. I think I can make a statement, Mr. Chairman, 
that will clarify that. 

Secretary BRANNAN. I think the chairman wants an answer to that. 

Mr. WuittEN. I am getting a lot of statements, but I want some 
answers. 

Secretary BRanNAN. Mr. Chairman, remember that the price- 
support operation and the sale to the Army are two transactions. The 
Army just does not come to us and say, “Buy rice in the market 
place.” We had an obligation to support the price of rice, and it was 
followed. We were starting to look for outlets for the rice, thereby 
relieving ourselves of the obligation of holding this rice indefinitely, 
because there were good supplies which would come to the market 
place from the new crop. If we had been operating on an acquisition 
program at the order of the Army, we would have bought it at the 
market. price. 

Mr. Wuirren. Well, were you or not? 

Secretary BRANNAN. No; we were performing our price-support 
operations and disposing of the stock that we took to the Army. 

Mr. Wurrren. Now the value of this to the Rice Growers Associa- 
tion, at the grade and quality which it actually was, would bring less 
money than if they sold it to you at the price-support level. Is not 
that the gain that they would have gotten had they succeeded in 
getting by with this? 

Mr. Kruse. I think there are several things, Mr. Chairman, that 
have thrown an unusual amount of confusion into this thing, and |] 
would like to clear that up if I can. 

Mr. Warrren. | would like you to answer my question: What gain 
was there in sight for the Rice Growers Association if they had gotten 
by with this deal? 

Mr. Kruse. I think I answered that in the first place when I 
pointed out that they desired to deliver rice under the purchase 
agreement because the market was lower than the price support. 

Mr. Wuarrren. All right; that is right. 

Mr. Kruse. I answered that one before. However, there are cer- 
tain things that are confusing. There are two things involved. 

In the first place, the Rice Growers Association was eligible and 
had plenty of eligible rice to deliver; 1 believe 600,000 hundredweight. 

Mr. Wuirrren. Do you mean to say that they did have that and 
tried to deliver that rice? , 

Mr. Kruse. No; I did not say that. 

Mr. Wurirren. I want to keep straight what you mean. 

Mr. Kruse. In the course of their operations they had plenty of 
rice that was eligible. When the due date came, they said, “We want 
to deliver the 600,000 hundredweight.’”’ We had no immediate place 
to go with it. Where Mr. Entermille comes into the equation is that, 
in examining the storage problems and the keeping qualities of the 
rice, he determined that rice that was milled would be more storable 
and that we would have less trouble with it than if it was just paddy 
rice that was unmilled. 

That is what the statement refers to. He was the one that initiated 
and entered into the discussions so that, instead of accepting the 
600,000 hundredweight of paddy rice we would receive a comparable 
amount of milled rice. That is the part that Mr. Entermille was well 
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acquainted with and about which he talked to the Rice Growe; 
Association, and the office at San Francisco. 

Now, the difficulty comes about in this way: After this rice wa 
milled the cooperative, instead of delivering rice from their ow 
supplies, had in the meantime evidently been able to dispose of som 
additional rice of their own, and entered into arrangements with thes 
other rice dealers whereby they secured from them additional rice s: 
that they could make the full delivery. It is the basis of our clain 
that such rice was delivered for the benefit of the dealers and that 
was not eligible rice. Now, the sale to the Army was on the basis o! 
a competitive price with the current market, and we had this rice j 
& price-support-program status that we had taken over. It was so] 
to the Army on the market-price basis. 

Does that clear up your question? 

Mr. War ren. Well, it still raises the question with respect to the 
charge that was made by the attorney for the Rice Growers Associ: 
tion on May 15, 1951, that the entire transaction had been made 
the request of the Deputy Director of the PMA Grain Branch. Novy 
here we have the Rice Growers Association in an area with a loc: 
county committee which knows the folks out there. If I understood 
the normal course of action, it is that the local committee would 
accept the offer of the Rice Growers Association to sell this eligible 
rice. At that time that would be all that would happen. That 
would be sent in to the PMA office, and they, in turn, would send 11 
to the Commodity Credit Corporation’s office at San Francisco. 
Then, when the rice was checked as to grade and quality and quantity, 
there would be delivery of it and payment would be made. Normally 
it would have been handled by the San Francisco office. Normally 
the check would have been made by the county committee. 

But, insofar as the charge here that I have been trying to clear 
is concerned, it would appear that the transaction was carried 
by your Deputy Director here in Washington. That is an unusual 
situation, and it could indicate collusion between your Administrator 
and the Rice Growers Association, 

Also the report of the investigators says that in this communit\ 
and area, this late in the season, it was a matter of common knowlede 
that the Rice Growers Association had no such quantity of rice on 
hand as 60,000,000 pounds that was eligible for this program. There 
are those charges, plus the fact that vou did not go through normal 
channels but rather that a directive from Washington went out ther 
to buy this eligible rice. That would indicate that certainly this is a 
ripe field for seeing whether there was any collusion. I don’t say that 
there is or is not, but I am just pointing out to you the pasis for my 
questioning. 

Now, this was done late in the season; was it not? 

Mr. Kruse. May 26 thev gave notice to deliver. The latest 
date was May 30, if I remember correctly. 

Mr. Wurrren. That is late in the marketing season for rice; is 1 
not? 

Mr. Kruse. That is right. 
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Mr. Wuirrten. Did the local county committee inspect the grade 
and quantity of the rice? Did they ever certify that this was eligible 
rice, in their judgment, or was the transaction handled from Wash- 
ington? If vou did not follow your normal course of procedure, the 
question “Why?” naturally follows. If you have two people who 
are involved in this, one of whom is under indictment for it, would 
it not follow that vou would want to know why it was done from here 
instead of following the normal course in the field? Now, I don't 
even know who the Deputy Administrator is, but, whoever it is, this 
raises some questions that need clearing up. 

Mr. Krusn. I have tried to explain that the only departure from 
the regular procedure was the acceptance of milled rice instead of 
paddy rice. That was arranged by the Deputy Director of the 
Grain Branch because of the storage problems that were involved. 

Mr. Wuarrren. I would like you to check that and give us a further 
statement. 

Mr. Duacan. We will give you both sides of the story. 

Mr. Horan. Mr. Chairman, I would like to have an answer to the 
thought expressed in this letter from one of the mill owners. It 
clearly indicates to me that the Commodity Credit Corporation, the 
county committee, and even the Association were used by someone 
when he makes a statement like this, which is disturbing to me: 

Some unforeseen occurrence in the mid and late summer of each vear for the 
past several years has saved our hides and we are extremely fortunate in being 
able to clean up this bunch of junk we find ourselves owning at this time. 


Now, that is from a mill owner, and this unforeseen occurrence is 
the thing that the members of the committee would like to have 


answered. 

Secretary Brannan. Well, first may I ask whether there is such a 
letter in the report? 

Mr. Duaaan. Yes, sir. 

Secretary Brannan. Mr. Horan, do you interpret from that that 
he means the Federal Government did it? 

Mr. Horan. | think they used your facility to get out from under, 
and the facilities they used were the instruments that we had set up in 
good faith to maintain a price-support program for legitimate pro- 
ducers. I think they used them. 

Mr. Kruse. I think that is right. Does not the very fact that we 
have submitted the evidence to the Department of Justice testify to 
the point that we took cognizance of that? 

Mr. Horan. Then the question naturally follows: Who was re- 
sponsible for allowing them to use the legal instruments that we 
have set up to protect the price of rice? Somebody allowed those 
instruments to be used, it seems to me. That is what we want to 
know. Where are those steps which indicate that somebody recog- 
nized something that was not true and proceeded to get rid of this 
bunch of junk, assuming that it was eligible for price support, with 
the PMA paying for the milling of this rice? I suppose that is what 
you mean by polishing? 

Mr. Kruse. That is right. 
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Mr. Wuirtren. Here is the thing, if I may pursue it further, MM) 
Horan. I know that you all get tired of listening to those of us on 
this side of the table, but this committee is interested in the price- 
support program, just as you people are. But let me point out sony 
things. You say that the report carries this letter in it? 

Mr. Duaaan. Yes, sir; it does. 

Mr. Wurrren. A letter in which the writer states in part: 

Some unforeseen occurrence in the mid and late summer of each vear for thi 
past several vears has saved our hides, and we are extremely fortunate in being 
able to clean up this bunch of junk we find ourselves owning at this time, 

This case was discovered not by you but by the FBI in connection 
with its investigation of a possible violation of antitrust laws. 

Mr. Horan. Which again means an interesting sideline there 
The purpose of their investigation, | assume, was an alleged charge of 
price fixing. Is not that right, Mr. Duggan? There, of course, we get 
into another phase of our efforts to try to support the price of rice. 

Secretary BRANNAN. May I just comment about that? 

Mr. Wuirren. I want you to comment, but let me complete my 
statement. Now, the FBI found this out, and you have the letter 
which states that for several vears they have been bailed out by some 
unforseen circumstances, coming late in the vear, which would mean 
late in the marketing season. With your having investigated the 
particular transaction, for the vear then current, to a considerable 
degree; the matter having been brought to you by the FBI, and your 
finding that what happened in this particular year was a case of their 
selling rice to you fraudulently, according to the charge, how much 
checking did you do to see whether it was not the same kind of occur- 
rence that happened for several vears? How much rice had you 
purchased from them in each of the three previous years? What 
were the dates of those purchases? How much going back and 
checking did you do to see whether in those cases there was not ric 
involved that was not eligible for support? 

Mr. Kruse. The amount of rice and the dates of purchase in any 
previous vears, if any, would be readily available from my records 
and I would be glad to make them available. 

Mr. Wurrren. From your investigators’ report? 

Mr. Kruse. No; from our actual operation reports. 

Mr. Warrren. All right, we will be glad to have that information 
Then I also want to know whether vour investigators checked to se¢ 
what the situation was with regard to the rice for the preceding vears 
when you have had pointed out to you by one of the officials of the 
company that some occurrence late in the season bailed them out each 
year and when you know what it was thet bailed them out in this 
particular year. 

Mr. Kruse. Of course, again I would just like to repeat that the 
very letter is partly the basis of our suit. 

Mr. Wuirren. Well, that is all right, but we want to know whether 
your suit is as broad as it should be and whether it should cover these 
two or three preceding years, considering that the letter states that 
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something bailed them out in the preceding years and you know what 
it was this year. 

Mr. Kruse. I would not want to answer for all of the years without 
reviewing the record very carefully. 

Mr. Wuirren. We would be glad to have full information regarding 
the records of their activities in rice with the Commodity Credit 
Corporation for the preceding year. We also would like to have the 
committee advised of any conferences or any investigation you made 
with regard to the local county committees as to whether they had 
any information that this company did not have on hand a sufficient 
quantity of eligible rice which could have served as a basis of this 
sale to you. We want to find out what investigation was made at 
the commodity office in San Francisco with regard to any irregularities 
in this matter. In other words, we want to know whether it was 
known locally that these people did not have this eligible rice. If it 
was known locally, we want to know if the transaction was directed 
from Washington, and if so, why? 

Now, this committee handles the limitations on the administrative 
expenses of corporations. Doubtless out of this will come some 
recommendations to the Commodity Credit Corporation to improve 
its methods. One of them is that when these things happen there 
should be some check of the local committee in the committee system 
to see whether some improvement should be made. Certainly with 
regard to warehouses that do not stack up there should be some prior 
inspection. ‘There will be a good many other questions that will arise 
as we go along. So there are many reasons why we want to know just 
what the facts are as disclosed by your investigations. 

Mr. Horan. There is a danger here, Mr. Secretary, that operations 
of this nature will make a travesty of the PMA and the whole price- 
support program. [| think we ought to clean this up. — It is not our job 
to legislate, but certainly in reviewing the work of the Department, 
Mr. Secretary, if we make any recommendations to the House Com- 
mittee op Agriculture, I believe they will take them seriously 

Secretary Brannan. All I can say, gentlemen, is that if we are 
going to put credence in a letter of the character from which you have 
just read, a letter from one man about whom we know nothing to 
another man about whom we know nothing, containing completely 
ambiguous and nebulous statements as to events of preceeding vears 
which, it is only assumed, refer to the Department of Agriculture, 
when the writer does not even mention the Department of Agriculture, 
and if we are going to accept as gospel the statements of a defense 
attorney who is being paid to do his very best to get his clients out of 
the trouble that they got themselves into, we are in a difficult position 
on this side of the table. 

Mr. Wurrren. Well, I want to say, Mr. Secretary, that I agree 
with you 100 percent; but I want to say further that if the Depart- 
ment—-and I think you do—wants to keep the Commodity Credit 
Corporation’s operations clean and keep the proper price-support 
program a matter of this type should be thoroughly investigated. 
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If in this case there is a letter from one official in this company to 
another which is curious, to say the least, and which would mea: 
something. Even if this information and charges came from a known 
convict, the exercise of proper administration ‘would make you insist 
that the whole matter be investigated so that you could completel\ 
refute this kind of claim—and I hope the records do completely refut: 
it. But until we know what the records are, we cannot say that i 
has been properly investigated. 

Secretary Brannan. Mr. Chairman, I think that we cannot carry 
on normal operations if we have to investigate every transaction. 

Mr. Wuirren. I subscribe to the fact that you cannot investigat: 
every contract you have, with the millions of contracts in force. | 
subscribe to the view that there are a lot of things that you cannot do 
with every man you do business with. But when it has been called to 
your attention by the FBI that the law has been violated and that the 
Government has lost a considerable sum of money, I will say that if 
you do not have enough money to thoroughly investigate that we had 
better provide it. Now, that is the kind of case we are talking about 
here, one that has been brought to your attention where there has been 
an indictment. Iam trying to see whether there is anything unusua! 
in the operations there that would indicate that any of your own folks 
may have been mixed up init. I have no reason to believe that they 
are other than the claim made by the attorney for the defendants who 
is trying his best, as you say, to get his clients out of trouble. 

lf anybody made that charge, that would be sufficient for me to go 
into it thoroughly to be sure. That is what I am asking. 

Mr. Kruse. I think we have done that. 

Mr. Wuirren. | hope you have. 

Secretary Brannan. Not only that, but this man was probably 
cross-examined in the trial proceedings. This does not show what hi 
answered on cross-examination. 

Mr. Wuirtren. We will give you a chance to tell us. 

Mr. Horan. I wish you would, in the interest of the program. 

Secretary BRANNAN. I think then the thing to do is to take the 
whole transcript of the record. 

Mr. Wuirten. If there is anything in there that sheds any ligh 
and if you wish to put it in, we will be glad to have it. 

Secretary BRANNAN. It is going to be a very costly piece of business 
to go out and buy the record in these proceedings and bring them back 
here and put them in this record. I think we have to recognize that 
there is a point of diminishing returns in matters of this sort. We 
have been trying to utilize our efforts and our money as intelligent] 
and as effectively as possible. We do become a little frustrated when 
we have to pursue matters of this kind. 

Mr. Wuirren. Certainly when the FBI comes up with information 
such as this, there should be some checking with the local committe: 
as to whether there was general knowledge that these folks did not 
have this much eligible rice, and certainly there should be some 
checking to see whether this was handled in the regular way when 
this letter points out that some unforeseen circumstance has bailed 
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this company out each year, and you know what it was that bailed 
them out this particular year. There can be no justification, in my 
mind, for not having investigated that. Now, Mr. Duggan tells me 
that he has investigated it. I think the record will show that. If so, 
it is much ado about nothing. 

Secretary Brannan. We have testified that we knew there was 
enough eligible rice. It has been stated two or three times that there 
was enough eligible rice. 

Mr. Wuirren. You are making a broad statement. The statement, 
as L recall it, was that you knew there was a big enough operation here 
for it to handle in the course of a season that much rice. But Mr. 
Kruse very carefully said that he had no knowledge whether at this 
particular time they had on hand enough rice to fill this contract, and 
subsequent events have shown that they did not. The record shows 
that they did not because they delivered what rice they had, and then 
they had to go out and get others, according to Mr. Kruse’s own 
statement, to furnish rice. But he did say that they were big enough 
operators so that in the course of a season they would have sufficient 
rice, and there was nothing suspicious about them wanting to sell this 
much rice. 

Mr. Horan. There is this danger—and I think we had better face 
it—that these operators in the rice industry might have known where 
they could pick up a bunch of junk, as this writer of the letter has 
called it—and I assume that the letter is bona fide and that he 
actually made that statement? 

Mr. Duaaan. We have that letter. 

Mr. Horan. And a smart operator could have acquired rice at a 
very cheap price, with prior knowledge that he could work a deal 
and sell it through the Commodity Credit Corporation. Now, that 
is a possibility, and we cannot ignore it. 

Secretary BRANNAN. That is not only a possibility, but it is exactly 
what may have happened. 

Mr. Horan. We want to know how we can stop that sort of thing. 

Mr. Wurrren. If he did it, we want to know whether he had been 
doing it for 2 or 3 years prior. If he had been doing it then we want 
to know who let him get by with it, the local committee, the State 
committee, the Commodity Office, or just what agency. 

Secretary Brannan. There is no allegation in this record that they 
perpetrated any kind of a fraud on the Commodity Credit Corporation 
in any preceding vear. This letter does not say so. 

Mr. Warrren. The letter says that they had through ‘‘some un- 
foreseen occurrence in the mid and late summer of each year for the 
past several vears”’ saved their hides. 

Secretary Brannan. But that does not mean the Commodity 
Credit Corporation. 

Mr. Wurrren. But this does put you on notice to check with your 
own folks to see whether it could be the same thing. 

Mr. Duaaan. That letter, incidentally, was not given to us by the 
FBI. That was one that we found in the course of our investigation. 
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Mr. Horan. That is all the more credit to you. Let us have more 
of that sort of thing. 

Secretary BRANNAN. Let me say this: For every time that the 
FBI calls 1 case to our attention, we have found 500. The agencies 
of Government exchange this type of information, and that is as it 
should be. 

Mr. Wurrren. That is certainly as it should be. 

We will recess now until 2 o’clock this afternoon. 


AFTERNOON SESSION 


Mr. Wuirren. You may proceed, Mr. Secretary. 

Secretary BRANNAN. Mr. Chairman, we would like to make a state- 
ment apropos the rice case which js before the committee on the two 
or three points that the chairman had raised. Mr. Kruse, will you 
proceed? 

Mr. Kruss. Mr. Chairman, in regard to the letter which stated that 
it was common knowledge that the rice was not available and you 
question as to whether we had done any checking on that, I think tha 
is definitely answered by the fact that the inventory, a verified inven- 
tory by the investigation report, indicated that on April 30 the coopera- 
tive owned 836,853 hundredweight of rice. As of May 31, which was 
after the date of the request for order of delivery, there were 598,845 
hundredweight of rice in the cooperative’s inventory. 

Mr. Horan. Eligible rice? 

Mr. Kruse. You cannot look at a grain of rice and say whether it is 
eligible or not. This was however the cooperative inventory. 

Mr. Horan. In other words, it was owned by the cooperative? 

Mr. Kruse. That is right. 

As to the letter stating that a godsend had come along again and 
was bailing them out of a bad situation during the past several vears 
we have no knowledge and no reason for checking what he might hav: 
been referring to, because this was the first rice that was taken ove: 


under the price-support program in California. 

Mr. Watrren. Would you repeat that? 

Mr. Kruse. The first rice ever taken under the price-suppo 
program in California. 

Secretary Brannan. The rice which is in this transaction was 
Therefore, the godsend referred to in 


first rice even taken over. t| 
letter in question was from another source. 

Mr. Kruse. We could not have been the bailing out agency in t 
previous vears. 

Mr. Wuirren. That bears out some things that may save us som 
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time in future discussions here. 


true, but this letter should have put you on notice to get the very 


things you now have. 


Mr. Horan. Might I read this sentence again? The first part o! 


it does not Sav what happened, but the last part of the sentence ts 1 


regard to the current time that this was written and says, “and wi 
fortunate in being able to clean up this bunch of junk 


are extremely | 
we found ourselves owning at this time.” 


There was no indication this was 
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Mr. Kruse. I was speaking of the preceding vears. 

Mr. Wairren. Did you check into the question of whether in pre- 
ceding vears this same type of transaction had been due to some un- 
foreseen circumstances, as he referred to it? 

Mr. Kruse. The file discloses there was no evidence of collusion. 
That was checked. 

Mr. Wurrren. It was checked thoroughly so far as the report 
shows? 

Mr. Kruse. Yes, sir. Item No. 4 was the county committee. 
| have statements as to what happened. The county committee ap- 
roved the purchase agreement. The county committee collected 
he service fee. They issued the loading orders on July 26 and since 
there was no official weight or inspection there, the official weight and 
inspection took place at the time of delivery. 

Mr. Horan. Hf the county committee did this, what was_ thi 
source of procurement, from the mills? They owned this? 

Mir. Kause. f think the statement | read this morning indicates 
quite clearly where the rice came from. It names the various com 
panies that are named in the suit 
Mr. Horan. These are the mill owners? 

Secretary BRANNAN. The ones named are defendants in the action, 

Mr. Kruse. Rosenberg Bros., Woodland Rice Co., and Grosjean 
Milling Co. 

Mr. ANpersen. What responsibility attaches to the county com- 
mittee in the final analysis when they accepted delivery of this par- 
ticular grain? Was it not their responsibility to know what was there? 

secretary Brannan. The county committee did not accept it. 

Mr. ANperseN. They bought it under a purchase agreement? 

Mr. Kruse. They issued a loading-out order. The purchase price 
is determined by the weight and grade actually delivered. 

Mr. ANDERSEN. If they loaded out from my farm, I know full well 
that an inspector comes there from the county committee and looks 
tover. He either looks it over there or at the point to whieh it is 
SI ipped 

Mr. Kruse. [s your question predicated on this: When the loading 
out order had been issued, were they actually at the mills when the 
erain was loaded out? 

Mr. ANprrsEN. Were they aware of the exact quality of what thes 
had agreed to take over under the purchase agreement? 

Mr. Kruse. [do not see how they could be unless they are expert 

Mr. ANDERSEN. You have stated, or it has been stated to this sub- 
‘ommittee, not by vou but by means of that letter, that reference has 
een made to a certain pile of punk they managed to get rid of. Would 

not be the responsibility of the county committee involved to know 
the quality of that particular lot of rice or whatever it might be? 
hat is the thing that puzzles me. 

Mr. Horan. The question | think we might ask is this: Who pre- 
sumably profited to the extent of $731,000? The mill owners or the 
ounty committee? 


) 





Mr. Kruse. The mill owners. 

Mr. Horan. That represents the difference of what had been }) 
for it? 

Mr. AnprerseEN. The thing I am trying to run down is whetlhx 
not there is really any responsibility attached to the county commi 
in this particular deal. If there is, we want to know it. If there is j\0: 
we want to know it. After all, this is quite a large deal, Mr. Geiss! 
I can well see where perhaps a deal of this size involving the amoun 
rice that it does would be perhaps referred up to some area of S 
headquarters, or even to Washington because of its size. 

Mr. Geissuer. I think the facts already presented clearly estab 
lish the fact that at the time the county committee accepted 
agreement under the price-support program from these folks 
had the quantity of eligible rice on hand. 

It also establishes the fact that at the time that the co-op reques 
that the purchase agreement be put into effect the eligible rice was 
on hand, at least that quantity was on hand. Even after order 
were issued to ship it to the point designated by the Commod 
Credit Corporation, there was enough rice to cover the requireme! 
of the agreement. 

Mr. ANprRSEN. My original question has to do with that ex: 
point, as to whether or not the county committee knew as to what 
quality of rice they were securing under this particular purehas 
agreement. 

Mr. Grtsster. The cooperative knew what quantity of rice was 
involved. 

Mr. ANprerseEN. I am talking about the county committee in 
attempt to establish their responsibility, if any. 

Mr. GeissLer. The point has already been made that no grade 
weight determination could be made at the point where the rice was 
at that time. That was going to have to be made at the point 
destination. So the county committee carried out all the responsi- 
bilities it had at the time it executed the shipping order for the prope 
quantity. 

It was then up to the co-op to deliver eligible rice to the pom! 
indicated by the shipping order. 

Mr. ANpERSEN. Would you say there is any responsibility attach 
to that particular county committee? 

Mr. Greissier. I do not think there is any evidence in this testimo 
that has been presented here that shows any negligence on the part 0 
the county committee in fulfilling the responsibilities which are th: 

Mr. Horan. Who is guilty of substituting this inferior ‘“‘bunch 
junk” for what was supposed to be eligible and presumably a bet 


grade of rice? 

Secretary BRANNAN. If we are successful in establishing that t! 
was done, the Association and the dealers will be held responsible. 

Mr. Wurrren. They have also been indicted. 

Mr. Horan. You have three groups, the association, the cou 
committees, and the mill owners who are parties to this. 

Secretary Brannan. The mill owners and the Association 
together. 
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Mr. Horan. The startling thing is that they appear to me to have 
used the PMA county committees as a dupe in this case. 

Secretary Brannan. I do not think there is any evidence of that. 

Mr. Horan. I would like to know the exact mechanics of how 
payment was made on a contract calling for a higher grade of rice 
than figures in this deal, how a payment was made for a better quality 
rice when the rice that actually figured in the transaction was this 
low-grade rice? 

Secretary BRANNAN. Let us go back to the example we discussed 
with Mr. Andersen. If the Government made a loan to a farmer long 
before he delivered his corn, a check would have been made on the 
quality of corn that he had. But if he let it deteriorate, the fact that 
the quality of the corn had deteriorated could not, ipso facto, bring 
back the money. He just would not deliver the amount of grain of 
the quality which he had originally contracted to do. 

Mr. Horan. No; 1 perhaps should have used ‘‘eligible rice’ to 
make this clear. J want to know the mechanics that enabled pay- 
ment to be made presumably for eligible rice when actually the rice 
that moved was ineligible rice of a lower grade also. 

Secretary BRANNAN. It was a substitution. I understand the 
milled rice delivered conformed to the grade specifications contained 
in the contract providing for the rice to be delivered in milled form 
so there was no reason at that time to suspect that low grade rice 
might have been mixed in. The grade of milled rice called for by 
the contract was that which could reasonably by expected from 
rough rice meeting the program quality requirements, and the As- 
sociation certified that the rice was eligible in every respect. 

Mr. Kruse. | think we had one case several years ago where it 
was indicated that the substitution was made after the grain left the 
place of origin. ‘The grain loaded at the place of origin was the proper 
grain, but by the time it got to the destination, an exchange of grain 
had taken place. Jam not saying that took place here because 1 do 
not know. 

Mr. ANDERSEN. From all the evidence, Mr. Secretary, it does 
seem in this particular instance something like that must have 
happened. 

Secretary BRANNAN. To apprehend this action would have required 
a committeeman to actually be at the mill watching the books and 
watching what rice was milled and delivered. They just could not 
do that. 


INVESTIGATION OF CASES BY THE DEPARTMENT OF AGRICULTURE 


Mr. WHITTEN. Before we leave this case, we have asked you about 
a number of cases that have been called to the committee’s attention 
as a result of our own investigation and other sources. How many 
other cases of a similar nature do you have at the present time? Is 
this the total group of these fraudulent cases that have been handled 
by vour Investigation Unit, or do you have others about which the 
committee is not now advised? 

Secretary BRANNAN. Mr. Chairman, your investigators have had 
wecess to all of the files with reference to these kinds of matters, and 
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the material from which you have been reading of course is from o 
files on these cases. To say to you that no one else is going to comn 
a wrongful act against the Department of course is not possible 
any human being. 

Mr. Anpersen. Are you aware of any other such cases pending 
that we have not had called to our attention? 

Secretary BRANNAN. I think that would require a careful checking 
if L said “No.” 

Mr. Wurrren. Where cases are under present investigation | dou 
the wisdom of listing the name and the investigation, but IT would 
like to know the number of cases you have under present study 
presume in the course of simple shortages in Texas vou are pursull 
that to see what it is. Your earlier statement indicated you thoueh! 
it was normal losses through shrinkage and wast 

Mr. Kruse. As far as 1 know nearly all the grain cases have |; 
reported to this committee. I do not know what may turn up in 
future audit and investigation work. If we went outside these shor 
age eases and go into this eligibility of commodities placed under lou 
then there are a number of cases that we have had up in the last vi 
where ineligible cotton was placed under loan These cases have 1 
been discussed hie re 

Mir. Wairren. Our investigators went to work about the middl 
of October. It was agreed upon earher but that is when they started 
to work. We do not mean to limit our investigation here merely 
that on which we have been able to get the information ourselves 
We are glad to have you report with regard to similar cases and yo 
actions, findings, and their present status 

As I have said, the desire of this committee is to find out what h 
been going on and what has caused it If there is anv change 
policy, we would like to have a chance to consider it. We are not a 
legislative committee. This properly Foes before the Committee on 
Banking and Curreney, but we do have an interest due to our handling 
the limitation on the administrative funds. So if vou have any repo 
on that, I think the committee would be interested. 

Mr. Grisster. Mr. Chairman, our Comphance, Investigation and 


Auditing is a continuous process. As was indicated from the stat: 


ment the Secretary read this morning, which is from the 1951 repo 
of the PMA and Commodity Credit Corporation, we handled a goo 
many cases last vear. It is possible subsequent to the time vou 
investigators looked at our files that our investigative and audit wor 
has turned up more Cases If so those causes are being handl | 
like these. I think we ean check our records and give vou the info 
mation on any additional cases which might have turned up. 

Mer. Warren. We would like to have that here in the record. 
do not want it in such detail that it might interfere with vou cor 
pleting the investigation, but we would like to have the number a: 
approximate location and such detail as will not interfere with 


continuing your investigation and coming up with the appropria 


action 


(Information requested is as follows: 








Che following are cases involving warehouse shortages of grain (including 
beans) in which, as of January 23, 1952, legal action of one kind or anoth 


been instituted by a United States attorney: 


er has 


Lemoore Grain « Feed Co., Lemoore, Calif. 


Kasbeer Farmer’s Elevator Co. Cooperative, Kasbeer, Ill. 
Kingston Farmers Exchange, Ine., Kingston, Ohio 

Bryan Farmers Cooperative Grain & Supply Co., 
Speliman Feed & Grain Co., Ine., Rochelle, I] 

| SON Mills, Edison, QO} lO, 

Garden Seed & Grain Co., Ine 


hams Co., 


| 


Ir. Gersster. Those ea will 


undoubted] 


vy be in 
investigation rom yl tarting to the point of near completion 
Mr. Horan. Is Ir. Harrill in charge of that? 
Mir. Getsster. Yes, and Mr. Duegan is in charge of t] 
and Inve stigation 
Mr. Wairrren to sav that, while the investig 
pont has to do itl oral nee that is wher most 
reached the committee, th investigators of the committ 


1] 


ed to continue and not to limit themselves at 


they will go into other commodities in other fields 
through 
Secretary Brannan. When they get ready to, our files will be avail- 
to them. 
XN. When I asked vou whether there were anv others 
alize it is difficult for you now to say ves or no, but 


‘vy have not been broueht to vour personal attention | 


would like, as the chairman has indicated, if any more are turne 


to have the subcommittee advised of any developments at 


{ 
(| e 
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Secretary Brannan. I think we all are thoroughly aware that 
the law of averages is not repealed right here and now that there will ) 

Mr. ANDERSEN. You will always have some. 

Secretary Brannan. Under the law of averages we are going to 1 
have a few fellows who are going to steal the pay checks of the fe ~ | 
next to them, either out of the mail box or from a desk. We are 
going to have a few fellows who are going to file false Bott vag 
travel. As long as there are human beings on the face of the earth 
few will do things like that. 

Mr. ANDERSEN. What I have reference to is cases such as these large 
cases we have been dise ‘ussing. 

Mr. Wurrren. In regard to all the cases you are talking abou 
doubtless that will be true. Then when you show you have exercis: 
every precaution to prevent a situation and after it has happened you 
have made every reasonable effort to apprehend, and when you sho 
you properly handled them, that is all anyone can ask you to do. A 
we ask in this investigation is, What happened and why it happene: 
We want to know if reasonable precautions are taken to prevent 
happening again. If it happens then, we want to know why. Ther 
are Many reasons we should want to know that from the carrying out 
of our own responsibility and in view of the many rumors and reports 
going around. We are dealing with the price support of raw mate: t 
ials which are highly vital under our organized society where you hav: 
protection for other elements which go into the finished products. I 
makes the support absolutelv essential for the raw materials. ; 

We want laxity to be handled in such a way that it will not endanger 
a& very necessary program. In making that statement I do not mean . 
to say that there has been such laxity, but the way to find out is to 
investigate and get the answers and the facts. 

Secretary Brannan. | would like to refer again to the paragraphs 
that I read out of this year’s report of the Administrator of the Pro 
duction and Marketing Administration. If we go back through the 
reports of previous years, we will find similar accounting of the prob- 
lems of personnel defaleations and wrongdoings of the people with 
whom we do business. Next year there will be another report of th 
Same nature. 

Mr. Wurrren. I will ask you now, have you had any occasion to 
check the percentage of the number of cases that you have in relation 
to the volume of your work with the number of cases that happen 1 
the trade generally? Is there any basis for comparison? 

Secretary BRANNAN. I was going to ask your permission to put 1 
the record in the appropriate place an article which is in U.S. Ne Ws 
and World Report, indicating that the banking industry has, on 
average, one embezzlement for every six banks. I will put it it | 
accurately, but that is approximately the figure. 

Mr. Wurrren. Let us put the figures in. 

(The information referred to is as follows:) 


{Excerpt from U. 8S. News and World Report, January 18, 1952, p. 34] ) 


UniTrEp States Moraus: ANOTHER Downtt RN—EMBEZZLEMENTS INCREASIN 
IN THE NATION 


A steadily rising trend in the number of bank embezzlements is beginning t 
attract attention of high officials. This trend is being accepted as a rou 
measure of the broad decline in moral standards throughout the country. 
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Official figures show that the number of cases of embezzling by employes and 
officials of banks has been rising since the end of World War II—or longer. The 

mber of cases reached what one official called an ‘‘alarming”’ high in 1951, 
when there were 638 instances of bank shortages reported te the Department. of 
Justice. Five years earlier the number had been 270. In 1948 there had been 
£2 

Depositors in insured banks—and that means virtually all banks—have not 
ost a penny as the result of bank failures since 1944. Where defalecations occur 

amounts that could destroy a bank, depositors are fully protected. This fact 

as tended to obscure the trend in embezzling, which gets public attention only 
hen spectacular sums are involved. Yet the rise has real, often tragic, meaning 

r thousands of bank stockholders. It is regarded as having portentous meaning, 
, as it reflects a broad trend in public morals, 

ibezzlements were detected last year in nearly 1 bank in 20. Over a 5-year 

iod, one bank in five or six has been affected. In many instances, amounts 

lved were small. In others, they ran into the hundreds of thousands or 
millions. 

[n all, defaleations have amounted to tens of millions of dollars in recent vears. 
were made good—by private insurance companies, by stockholders, or by the 
leral Deposit Insurance Corporation. FDIC, which in most banks insures 
depositor’s account up to $10,000, has well over 3 billion dollars in assets for 
n protecting depositors 

The public is becoming increasingly aware of bank embezzlements. Yet 
eports about the few big cases that get attention leave the public with many 
false notions. A recent rash of spectacular defalcations involving several million 
lollars in the Pittsburgh area, and another wave in Georgia give the impression 
that embezzling always occurs in large amounts and in local epidemics. The im- 
pression is widespread, too, that only bank officers are tempted to take bank 
fonds 
\ctually, the facts as uncovered by official investigators show a different 
viakaw 

Outbreaks of embezzling that seem to appear first in one locality, then in 

other, actuallv are epidemics of detections, not of embezzling. The embezzling 
tself goes on all the time. Recently it has been on a sharply rising scale. Investi- 
gators estimate that at any particular time there are vet-undiscovered cases of 
lefalcation that involve many millions of dollars. It is only the disclosures that 
me in waves 

a + " : x Hc K 

Bankers themselves are beginning to blame United States bank examiners for 
failure to uncover defalcations sooner. Yet officials say that examinations are 
esigned not to find embezzlements but to determine solvency of banks and 
hether they are complying with the laws. 

FDIC, meanwhile, has managed to keep all affected banks in operation with 
0 loss to depositors since 1944, and at small cost. Chairman Maple T. Harl 
ports that the agency has put up $350 million, in all, to protect depositors cf 
troubled banks. On that investment, the Federal Deposit [Insurance Corporation 
expects to lose oniv 26 million. 

How much more the FDIC could invest to proteet depositors is indicated by 
fact that, out of more than 3 billion in assets, the agency now has only $2 
on tied up in liquidated banks. 

Secretary BRANNAN. Also I saw a report the other day of one of 
leading drygoods concerns here saying their inventory loss from 

theft was over 2 percent. Our losses at the most exaggerated figure, 
xcept the 100 million carried by one paper, would mean that we have 
ost one-twentieth of 1 percent of the value of the commodities 
uvolved. If we lose no more than we think we are going to lose, it 
vill be one one-hundredth of 1 pereent. I think that record com- 
ives favorably with private business operations. 

Mir. ANpeRSEN. I think that should be in the record 

Mr. Warrren. It is. 
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SOUTHERN GRAIN &€& STORAGE CO. INC., ARKADELPHIA, ARK. 


| would like to return to the discussion of the Arkadelphia c: 
There are two or three things there that 1 think should be ealled 
your attention at this time in connection with pinpointing the prob! 
and what changes should be made both in policy and perhaps W 
regard to personnel. The report that we have is that this cont 
was entered lato with the two men irom Memphis, Tenn I bel 

names were given as Kenneth T. Connatser and J. F. T 
which had any experience in the warehousing busin 
2 total of $5 O00 total assets, $4,400 of which had been 1) 


) 1 
| 


nold improvement nnd they had $600 eash in the b 


« 


Ot 
} 
} 


without vs cheek of the wareho 
[ their financial stability or condits 
r charge has been made that the pneumatic cooling syst 
not been installed at the time the contract was entered into ai 
the Dallas eommodity office executed the agreement with: 
iting’ the PALA State or count officials 
hat do vour records disclose in connection with that? 
BRANNAN. Mieht | sav the General Accounting Off 
attempts ol people on the Senate committee to vet tl 
refused to characterize these as “charges.”” They ca 
observations, and interim and preliminary observations. 
WHirtren I do not relate these as faets, but thev are writ 
eves that have been released under whatever qualification 


‘ral Accounting Office mav have attached to them. As a res 


sufficient for me to ask vou hat the facts are 
ecretary BRANNAN. T want to goon to that. First o 
from the beginning there is nothing about the Arkadelphia 
ecommend it as a pattern for procedure in the Department. 
t understand why the Dallas office did not act promptly 


st inspector indicated the condition of the erain. 


Wuirrren. As far as the record before us is concerned, it 


eriminal. It shows they operated on a shoestring and 
Lsome pretty good big business with the Government Iw: 
policies were bad. We have been discussing ¢a 
much of it comes trom the type of men wl 
i ss practices, tO say the least, and as shown 1 
the indictments returned, many violated the criminal la 
want to see if there were any policies of the Dey 
or lack ol polier s, which mav have contributed to these case 
have contributed to other losses 
Secretary BRANNAN. IT will trv to speak with reference to whet 
or not the county committees should investigate a facility befor 
move j We believe they should. An order was issued subsequ 
to the time of the Arkadelphia contract. 
Mir. Wuirren. Pleass ive us the date on that. 
Secretary BRANNAN. We can do that. 
The information referred to is as follows: 
February 1951 suggested the ‘commodity off 
ocal PMA committees in any doubtful cas 
L951 instructions were ul which made 


ilities by loeal county committees mandatory. his provi 


PAIA instruction 621-3 
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Secretary BRANNAN. It was issued subsequent to the time of the 
(rkadelphia occurrence but without knowledge of the Arkadelphia 
occurrence. We did not know of that in Washington. 

Second, with respect to passing these people who bought this 
fecilitv, notwithstanding the fact they were not known to be grain 
warehousemen, the record, as far as we were able to ascertain, shows 
that while the two owners were not experienced, the manager of the 
elevator had experience in that field. As a matter of fact, he was 
trving to get some of the grain out of that elevator and reported to 
the owners the fact that the grain was going out of condition 

Third, the Dallas office was aware of the fact that these people did 
not present a good financial statement and increased the bond require- 
ments by 10 cents per bushel so that there was a total bond in this 
ease of just 200 percent higher than normal. It now develops, in 
hindsight, that we probably should have raised it to 50 percent or 
more of the value of the grain. 

Mr. Horan. Mr. Chairman, there is a question that comes to me 
that I find difficult. to understand The first carload of the final lot of 
06 carloads arrived on July 12, 1950. The first report that the grain 
was going out of condition because of mold and weevil and the need of 
turning and ventilating, that came to the attention of the Dallas 
office about 5 weeks later, August 24. I just cannot understand how 
eran, presumably in good condition, can go out of condition that 
quickly. Was it inspected as it left Missouri? 

Secretary BRANNAN. This is what you would cal] a new area for 
wheat storage. That part of the country has not traditionally b 


{ 


“ 
an area in which we stored wheat. There may have already been the 


? 
Li 


incipient disease in the mill, so to speak. 

In the second place, the humidity in that part of the country and the 
heat are conducive to weevil growth. We have been doing a consider- 
able amount of research through the marketing and research activities 
of the Department on how to store grain in that part of the country 
efficiently and effectively, because our grain production is increasing 
in that part of the country. LT cannot understand any better than vou 
can the lack of action in Dallas. The two men responsible had been 
suspended before this case came to our attention. 

Mr. Warrren. Who were those? 

Secretary Brannan. Latham White. 

Mr. Warrren. Under the Dallas office? 

secretary BRANNAN. Yes, sir; the two heads of the Dallas office, 
the second being Harry Solomon. 

Mr. Horan. There have been all kinds of storage problems for 

ars. In fact, | believe Tam correct in saying that the spaghetti 
ind noodle people who make finished products and package them in 
the warehouses have called upon the Department of Agriculture for 
ssistance In keeping weevils and that sort of thing out of their stored 
packages Do you not make use of the other part of the Departm nt 

\griculture in working on these problems? 

Secretarv Brannan. We certainly do. 

Mir. Horan. This whole mill was not investigated before a contract 

sgiven to Tipps and Connatser? 
Secretary BRANNAN. That 1 

\Ir. Horan. An EXPCTIENCEE 
l06 cars of wheat. If he knew anything about that, he must 


S correct. 


erain man accepted receipt of these 
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known that the old mill storage bins were not fit to receive 
wheat. Is that right? 

Secretary Brannan. If they had not overloaded the capacity of 
elevator, he might have handled it satisfactorily. He might have | 
able to fumigate and condition a reasonable quantity of grain. Bu 
vou observed from the statement of what took place, that they 
overloaded the capacity of the mill there was no room in whic! 
turn it. 

Mr. Wairren. As determined by physical measurements, the ca] 
itv of the grain elevator is 131,792 bushels. Therefore, the a 
storage capacity would be 106,700. But a total of 142,693 bus 
was stored in the elevator section; 10,000 bushels more than 
measured capacity was loaded above the heads of the bins, and 35 
more than the turning capacity. That left 36,000 bushels, 21 
loads, to be placed in flat storage which is never intended for any t! 
but package storage. 

No provision was made for turning or loading out the grain. 
was no inspection to start with in this warehouse. After the 
was put in there on this kind of a basis, how long had it been in | 
before anybody in the PMA took it on themselves to check to 
whether it was overloaded or whether the grain was there or anyt! 
of the sort? 

Secretary BRANNAN. Mr. Horan gave the two dates. 

Mr. Horan. July 12 and October 24, 1950. 

Secretary Brannan. In other words, they were inspected ab 


5 weeks after the first load of grain. 
Mr. Wairren. The tirst inspection was had by Mr. Stuard on O 


ber 3. Though he found it in bad shape, the next inspection 


aimost a year later, from October until the following August. W 
that entire operation under the control of the Dallas office? 

Secretary BRANNAN. Yes, sir 

Mr. Warrren. There was no such detail reporting from him | 
showed he failed to report this type of thing? 

Secretary Brannan. No, sir. If you cannot depend on the head 
a Major office to do those routine things and act upon the informa 
available to him, I do not think any instructions in the world wi 
impr ve the situation. 

Mr. Wurrren. What is Mr. White’s background? How long | 

been with the Commodity Credit Corporation? A whole lot 
pends on What you can count on, how long he has been there, 
whether he has rendered satisfactory service elsewhere. 

Secretary Brannan. We will have to put a personal record 
this record. 

Mr. Wurrren. I would like to know the experience with regard 
these two men. That might be an index into what we can do 
guard against it in the future. 

Information referred to is as follows: ) 
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Direcror, PMA Commopiry OFFICE, DALuas, 
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High-school graduate. 
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producer associations, farm organizations, etc. 
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ts of agriculture, 
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14, Assistant Director for Programs, PMA 


Harry J. Sotomon, Grade GS 
Commodity Office, Dallas, Tex. 
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ment of the production and marketing aspects of assigned programs. Reviews 
and evaluates the commodity’s transportation, warehousing, fiscal and adminis- 
trative functions of the commocity office in collaboration with the Director and 
key personnel, establishes policies on what commodities should be bought, the 
prices, and when buying should cease or be temporarily delayed because of market 
conditions, trends, or status of supply. Directs operating personnel in the com- 
modity office in program phases integrated to achieve current and long-range 
objectives. This direction is exercised through chiefs of the Commodity Division, 
Fiseal Division, Transportation and Warehousing Division, and administrative 
stalf. 

Mr. Kruse. Just to complete the record of the committee I would 
like to say, while we have never condoned this operation, the informa- 
tion on the application may have misled the Dallas office. 

Mr. Wairren. [ wondered whether these facts were known as to 
the actual capacity of this warehouse when they put 142,000 bushels 
into it and the measured capacity was only 131,000 bushels. I was 
wondering if the application showed the actual capacity. 

Mr. Kruse. The application deseribed the plant as being located 
on the Missourt Pacifie Railroad in Arkadelphia, Ark., as being oper- 
ated as an elevator of 125,000-bushel capacity with a flat storage 
warehouse with a capacity of 256,000 bushels. It was indicated that 
the erain elevator section was of concrete and the flat warehouse 
was constructed of concrete and wood. Equipment consisted of 
scales, uploading and loading machinery which had a capacity of 2,500 
bushels per hour, and a pneumatic cooling system drier. That is 
what the applicant said he had. 

Mr. Wairrren. You clearly demonstrate the wisdom of your 
practice which vou announced of having somebody check it. That 
is What the application showed. 

Mr. Kruse. In January 1951, or earlier, the policy of the county 
committee making an inspection was sent out to the field and we will 
give the exact date in the COPS of the order. 

Mr. Warrren. When did vou first suspect things were not well in 
the Dallas office? Was that after all these investigations began to 
show up? When did you remove these people? 

Mr. Kruse. They were removed in December last year. | would 
have to check my travel requests to give the exact date I first became 
concerned about the Dallas office. I went down there to talk with 
them about their general management. In fact, 1 went down to 
discuss the Tanner case to see what they might know about it because 
part of the Tanner holdings were in the Dallas territory. — In discussing 
that with them I pointed out the absolute necessity of following up on 
these warehouses. 

I discussed with them the necessity of keeping a contact with these 
warehouses; that the very fact we would visit with them and look over 
their operations and their facilities would do a great deal to help 
relieve these situations. 

Mr. White said he did not have that practice. I pointed out to him 
the necessity of it. Later our audit and compliance and investigation 
reports brought out that the instructions had not been adhered to m 
that office. As these difficulties progressed more and more my 
confidence decreased. It culminated in the action taken by the 
Secretary's office in December. 

Mr. Horan. The most astounding thing to me, Mr. Chairman, is the 
fact that there was a PMA county office in Arkadelphia. The Dallas 
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office, however, executed this contract without even consulting 
local PMA office. 

Secretary Brannan. That is admitted. 

Mr. Horan. That would not carry more weight with you th 
anything else? 

Secretary Brannan. We now require an inspection by cow 
committees. 

Mr. Kruse. I think the situation came about like this: As 
general policy I met with the nine area office directors every 3 mont 
to discuss the policies of their operations. 

My experience in my own State had demonstrated the value 
these inspections so we decided to have them made in all cases. 

Mr. Horan. Mr. Chairman, in discussing this before did we explh 
the possibility of any connivance between certain individuals in | 
Dallas office and those who had been granted this storage contra: 

Mr. Kruse. On this particular case? 

Mr. Horan. Yes. 

Mr. Krause. Not while I was here. 

Mr. Dean. We put in the record last week the contracting offic 
who executed the contract in the Dallas office. 

Mr. Horan. Did your investigators check to see if he possibly h: 
been conniving? 

Mr. Duggan. We had no suspicion of it, nor was anything d 
closed to indicate impropriety or collusion on the part of PMA 
employees. 

Mr. Horan. There must be some reason why they completely 
ignored the PMA office in Arkadelphia. On the face of it it would 
seem that it should have been checked thoroughly. 

Mr. DuacGan. | misunderstood your question. We did not 
vestigate that Arkadelphia case at any time. I[ thought you wi 
referring to some of these conversion cases which had been complet: ( 

Mr. Warrren. All of which were through the same Texas office 

Mr. Horan. That suspicion follows just as normally as night does 
day. 

Secretary BRANNAN. Mr. Horan, I do not see how it could possib|s 
follow from the Arkadelphia case nearly as clearly as it could fro 
the conversion cases. The Arkadelphia man does not stand to ma! 
a cent bv letting the grain go out of condition. He could not mak: 
a nickel out of it. He would not have a cent to cut anybody else 1 
In the conversion cases they could make some money theoretically 
and they could cut somebody in on it. This warehouseman was 1 
making money here. 

Mr. Horan. Thev probably would not have stored any grain the: 
if you let your local PMA office run a routine check on the struetu 
before any was moved in there. Secondly, he would have follow 
his knowledge of grain storage and would not have allowed ov 
106,000 bushels in there. He would not have stored any in the f! 
structure which is adjacent to it. 

\MIr. Kruse. Yet we have had many good experiences with gra 
in flat structures. 

Mr. Horan. In that terrain and climate the chances are he wor 
have had restrictions to protect the Government’s investment. 
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PRESS STATEMENT ON WAREHOUSE PROFITS 


\fr. Watrren. This is repeated at this point because I do not be- 
lieve it was answered, due to an interruption the other day. The 
committee is advised that on June 6, 1951, one of the PMA officials 
publicly expressed the following in connection with the interpreta- 
tion of the section of your charter with which I think the members of 

committee somewhat differ with your interpretation: 


(CC does not give a hoot about the profits of private warehousemen who 
‘nt Government-owned buildings to CCC. We take the position that it is 
ne of our business what a private individual pays another Government agency 
rental of Government warehouse facilities. All we are concerned about is 
ther the facilities are adequate and the rental cost not out of line with our 
tandard rates 
Is there any familiarity with any such statement appearing in the 
ess. and, if so, who made it? 
\Ir. Kruse. I do not know. T[ have not seen the statement in the 
ss. | discussed with members of the committee the policy on 
torage. | also pointed out it was not the policy of the Commodity 
‘redit to ask the man: Did you inherit this elevator? Did you buy 
for $25,000, or did it cost you $100,000 to build? Our rates were 
not predicated upon the investment of the man in the particular piece 
of storage; that our rates were the uniform grain storage agreement 
rates Which had been established for the year, and that we were 
operating on that basis. I do not know whether that particular in- 
ferenee there refers to that statement. I have no knowledge of that 
particular statement, but [ did make that explanation to the com- 
mittee. 
Secretary Brannan. To the investigator for the committee 
Mir. Kruse. That is right 
Mir. Warrrex. This statement is reported to have been in the 
puble press on June 6, 1951, whieh would be prior to this investigator’s 
eport. 
Mr. Kruse. Lam sure I made no such statement to the press. 
Mir. Warrrenx. The charge was not directed at you. I was just 
sking if vou had any information of any top official making any 
such statement as was reported to our committee? 
Secretary Brannan. The substance of the statement is correct, 
without respect to the unfortunate language used. That may be an 
tempt to put some words in somebody’s mouth. We could not 
osstbly go into the question of how the man acquired the elevator o1 
Whether or not he was going to make a profit or loss. 
Vir. Wairren. Mr. Secretary, | think vou are getting into some- 
thing that is going to be hard to follow up. Any man in Government, 
he running the Department of Agriculture or the Department of 
defense or anything else, who is so irresponsible as not to care what a 
hird party is paying in rental for Government-owned buildings 1s, 
mv humble judgment, not the man to handle Government money. 
There is just one government and this thing is something that concerns 
‘in sitting on the Appropriations Committee and handling a number 
departments 
Too frequently we do find people who show 


‘over-all operations of Government. | pointed out examples here 


hittle eoncern about 
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where | have had to insist with the Navy Department on using Ar 
buildings. I pointed out where the Department of Agriculture as 
for $230,000 to put up a little cold-storage plant without any cli 
to see What the other departments of Government had. This attit 
here does not reflect a good public servant, in my opinion. | am 
the public, but T can speak for myself. “CCC does not care aby 
the profits of private warehousemen who re-rent Government-ow 
buildings toCCC. We take the position that it is none of our busi: 
what a private individual pays other governmental agencies for 1 
of Government warehouse facilities. All we are concerned about 
whether the facilities are adequate and the rental costs are not o 
line with our standard rates.”’ If vou are seeking places to put 
storage, if vou are seeking places for grain and you know that ot! 
departments of Government have got those warehouses, I think 
is Incumbent on vou to tell that agency, ‘‘We are fixing to pay t] 
money out for this storage. We are one Government department 
you are in one department and Tam in another. But certainly what 
we are going a pay should be comparable to what you lease that 
building for.” Unless we get some more of that, this Government 
is sunk. 

Mr. Unpernitnt. Mr. Chairman, I was present when that statement 
was supposed to have been made, but it is not an accurate quotatio! 

Mir. ANpreRSEN. Do you know who made the statement referred to 
by Mr. Whitten? 

Mr. Unperuity. Yes; | know who was supposed to have bee: 
quote d, but it was an inaccurate quot: ition. 

Mir. ANDERSEN. Who was it? 

Mr. Unperuite. It was Mr. Hudtioff of the Department of Agi 
eulture. His statement was along this line: If a man comes in a! 
says, “T have a warehouse and | want to store Commodity Cred 
Corporation grain,” he would not ask him, ‘Did you pay $100,000 fo | 
it, or What did vou pay for it?” 

We would consider that he had an elevator and that it was not o 
business what that elevator had cost him. We would probably gi 
hima uniform grain storage agreement and pay him the standard rat 

Secretary Brannan. May I also point out that some of the fac 
ties, if T understand correctly into which we put some of our gra 
were in the possession of municipalities and for which the municipalities 
did not pay a single dime by law. What if we had had to say 
city, “We won’t use your warehouse because Congress has said 
must not pay a cent for it’’? 

Mr. Anprersen. However, Mr. Secretary, | think vou will adn 
that an expression of that nature on the part of a supposed] respol 
sible person does show a lack of appreciation, to a certain degre 
least, of the welfare of the Government as a whole. I agree with 
chairman that this is treading on dangerous ground. 

Secretary Brannan. Well now, knowing the people involved a 
their attitude and the implication in which that language has beer 
phrased, it is not, in my Opinion, representative at all of the attit: 
of anybody in the Department. If it is a new experience for 


members of this cominittee to be misquoted or to have a bad consti 
tion put on their language, | must say to vou that it surely is not 
new experience for us in the Department of Agriculture. 

Mr. Horan. This was quote “din the press as of June 6. 1951. 
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Mr. Warrren. I would like to see this individual. If he cares to 
tell the committee what he did say, we would be glad to have it 
incorporated here because we all are aware that things are sometimes 
misstated. But the statement as it was carried certainly does not 
reflect a proper attitude for people concerned with the over-all opera- 
tions of Government. If the interpretation of the Commodity Credit 
Corporation and of the Department of the section in the charter of the 
CCC is correct, certainly a right-thinking Government emplovee, 
under the conditions here, should be interested in having the Congress 
correct or at least study the possible correction of a section which 
means that. 

| don’t think it means that, as the Department has interpreted it, 
but that is just a matter of opinion. But if it does mean that, cer- 
tainly the Congress Is in error in providing any such requirement as 
this as it has been construed and carried out by the Department. 

A acon of M. J. Hudtloff, Chief of Transportation a 
Warehousing, PMA, on this subject follows: 

accordance with the suggestion of the chairman, I am r 

a statement regarding the newspaper quotation to which refer 

made. This quotation is not only inaccurate and misleading, but its 
neces are the exact opposite of the position we have always maintained. 
The ecirecumstanees leading up to the quotation 


a number of questions were raised about ( ‘ommodity Credit Corporation storage 
contracts with private warehouse companies which had aequired some of their 
storage buildings from the Army or other Government agencies. Newspaper 
correspondents who report news from the Department of Agriculture asked for an 
opportunity to discuss the background of these cases, and the general operating 


are these: Early last summer, 


plan. 

~ Althoug! had 1 been responsible for the execution of the contrac 
tion, as “ah caduetos of the Transportation and Warehous 
Produetion and Marketing Administration at that time 

meet With these reporters for the indicated diseussion. The 1 

mv office during the first week in June, with members of my 


officials of the Department present. \bout six or seven new 


In answer to direet questions from the press, I explaines t | 
ere with commercial warehousemen with available faeilities and wh 
ere identical to the rates paid all other warehousemen for similar services unde 
e provisions of the uniform grain storage agreement I further explained t] 
contracts, for services in existing facilities, were not based upon the hi 
the commercial warehousemen acquired those facilities. The way 
rehousemen acquired the buildings involved was not at issue in the ex 
the contracts, and such information was not a part of the contract reeord 
Neither | nor members of my staff who attended the press meeting sti 
ave anv recollection at all of a remark about not giving a “hoot” whic ‘h was 
ioted by a news reporter. Certainly no such remark could arts been made 
th regard to the broad questions of excessive profits or any unethical practice 
warehousemen, as was inferred by the news story. The diseussion 1 Was limited 
the CCC contracts involved. I did not, and was not called upon to express 
opinion on the broad question of the terms, conditions, and policies involved 
the disposal of surplus facilities made available to commercial warehouseme: 
other agencies 
I can understand the concern of the committee about the 
rred by the news storyv in questi 1 However, ] most emmy he 
or my associates had any such attitude or that we gave expression 
uughts which could properly be so construed, In short, th wa 
atever for the 1pfererces 1b the reporting OF mv¥ conversatio! 
wid members of mv staff have worked consistently for the high 
feeonomy and efficieneyv i arrving out the responsibil tiles e! 
[ assure vou that we deep| ‘sent the press implication that 
| 


reless or flippant attitude ward the handling of the public bu 


Secretary BRANNAN. Well now, let me ask vou to Dut vours If into 
he position of any one of us who have some responsibility for adminis- 


14) 
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tering this program. [et us say that we find in a municipality a st: 
age facility and that it is on a line so that we can get transit rates fr 
the point where we are going to move some grain to the point where | 
are going to load it on a ship. 

The municipality is willing to store some of our grain there, but 
inquire of them and say, ““How much did vou pav to the War Ass 
Corporation for this facility?” They say, ‘‘We are paving nothing 
the War Assets Corporation, and the War Assets Corporation cann 
require us to pay anything because the law provides that municipalit 
havea prior claim on these facilities and for-certain uses can have thi 
for nothit 1g $s 

Would you then say that we should have backed off and said, “ 
won't use vour facility,” realizing that we have millions of tons 
grain to store? 

Mr. Warrven. [ am going to give vou the benefit of what [ thi 
about it. The first point is that the municipality has that facili 
under lease from the owning agency. In your hypothetical case, th 
paid no rental. ‘To start with, vou should have reserved in these co 
tracts for storage, as | see it, differentials so that for poorer stora 
facilities you would have one rate of storage payment and for anoth 
one you would have another rate for storage payment. 

Secondly, in this type of case where the Commodity Credit Corpo 
ration has on hand this large supply of commodities for which 
mage have storage, and another division of the Government, has 
facility which they have leased for given purposes but which appa: 
ently is not being used for that purpose, certainly under those cond 
tions there should be a negotiation between the owning agency, t! 
municipality, and the Department of Agriculture to see whether vo 
could not work out some means whereby the Government could u 
its own property. 

| think that should have been the basis for canceling the lease 
such a municipality, and I think that is what would have happet 
in each and every one of these cases. 

Mr. Kruse. Mr. Chairman, I would just like to have the reco: 
show that the explanation that I gave vour investigators was 1m 
viven in the tone of the quotation which by the way was not attribut 
to me but was rather a frank discussion of what our policy was 
gladly answered all the questions these investigators had. 

Mr. Horan. There are two questions that I have asked answers fo 
That is the total storage-bin capacity of the Nation in two categori 

Mr. Roperrs. That has been furnished, Mr. Horan, and is in t! 
record that has been turned back to the committee. 

Mr. Horan. Secondly, in the interests of throwing a little mo 
light than heat on this business of War Assets storage space, yo 
were going to attempt a weighted estimate of what it would cost 
vet those facilities. 

Mr. Getsster. And the reconversion cost and that sort of thing 

Mr. Horan. That is right, so that we will have some idea of wh: 
is involved here because, Mr. Secretary, vou will see that with all « 
these defense plants and other facilities which were built under t! 
impetus of war at one time, there is an awful temptation for somebox 
who wants to turn a quick dollar to do so—and [I suspect that 
some cases that is what they have done. Whether we can stop tt 
not, we ought to know what we are talking about. 

Secretary BRANNAN. We are going to try to vive you two or thi 
actual examples. We think that the General Accounting Office h 
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had access to the books of the two warehousemen who operated at 
Camp Crowder. I will say to vou now that the figures are not going 
) be anything like you would expect because the most expensive 
na of a storage operation is not the building but the physical labor, 
he power, the new machinery, and all of the rest of the things that 
vo in there. I would say that 75 to 80 percent of the total cost of 
handling a bushel of grain would be reflected by those items. 
\Ir. Horan. Well, I hope I never get to the place where the truth 
s going to scare me, but I would like to have it spread before me so 
Lcanlook at it. Of course, I did ask Mr. Geissler to give us a weighted 
figure. 1 did not think he should charge off conveyors and drills and 
dless belts and all of that stuff just because they have been used for 
year. | think Vou have to charge depreciation and that is all 
cause most of that equipment has a 10-vear life, I would say, 
epting your motors, for the purposes of income tax. So we should 


a figure along that line. 
Secretary BRANNAN. In any statements we prepare standard 


preciation rates will be used. 


EXPERIENCE OF ADMINISTRATORS OF PMA TRANSPORTATION AND 
WAREHOUSING PROGRAM 


Mr. Wurrren. We will be glad to have anything that is factual 
and we don't anticipate getting anything else but that from you 
entlemen. There would be no objection on the part of the committee 
to having you come up with the facts in any case if they prove the 
correctness of vour position. We certainly want to know about that. 
As part of the report of the investigators, they state: 


\ lack of comprehensive warehousing experience was noted in the employment 
xperience of certain key PMA employees charged with the administration of t 
[A transportation and warehousing program. The present Director of thi 
fh ahpartction and Warehousing Branch (who prior to July 1, 1951, was responsi- 
for the entire PMA ware hot ising program) has no background of either trans 
portation or warehousing experience. His entire lg ig one prior to. his 
ippointment in July 1949 to the position he now holds has been in the field of 
ecounting and ar 
lhe former De puty Director (now Deputy Director of the PMA Grain Branch 
is promoted from the position of CCC field man (GS-12) in Chicago to Deputy 
Director (GS-15) in September 1949. This individual presumably owes his rapid 
‘to his experience in the Department with the 1940 grain bin purehase progran 
rhe present Deputy Director's background is one of auditing, traffic, and supply 
york. His only warehousing experience, as reflected in the departmental per 
nel records, appears to date from his employment by PMA as assistant to the 
of the Shipping and Storage Branch in October 1945. 
exam ination of the nployment record of the individual who served 
1950 until the decentralization of the transportation and warechous 
sponsibility in July 1951 as Chief of the Field Supervision Division revealed no 
rd of either transportation or warehousing experience, his entire 24 years of 


having been in the field of personnel. 


per1enee 
Now, that is the report of these investigators. 

| think maybe we had better write these conclusions first and then 

t into these records so that we may have some understanding as to 

se things have been gone into by the investigators, and they 

subject of discussions by the committee 

ry Brannan. If L might comment about the last matter, Mr 

( caine Probably the most difficult phase of the administrative 

funetion of government is personnel, If you get at the bottom of 


most every difficulty that occurs—and T think it would apply to all 
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of those—-you will find that really it involves the quality, attitud, 
character, and so forth, of the as whom you have employed. 

Many of those people have stranglehold rights on the jobs that 
have obtained through the civil-service laws of this country—but \ 
them I am not disagreeing. Maybe of the people who were in con 
petition for those jobs these are the best. 

If your report named these individuals it would help to refresh 1 
memory. 

Mr. Wurrren. It is an organizational set-up. [I will give you 
titles again. It is the Director of Transportation and Warehousi 
Branch. 

Then there is the former Deputy Director, now Deputy Directo 
of the PMA Grain Branch, and the assistant to the Director of 
Shipping and Storage branch. 

Next is the Chief of the Field Supervision Division. 

Mir. ANDERSEN. Perhaps Mr. Geissler could identify all of thes 
individuals for the record. 

Mr. Gerisster. The Director of the PMA) branch is’ Colo: 
Hudtloff. The other man that you referred to there, who has hi 
the personnel experience, is Doug Smith, and he is not there no 

There has been some reorganization and some reassignment 
functions in connection with transportation and storage. We hay 
decentralized some transportation and warehousing functions. 

As far as grain operations are concerned, transportation and war 
housing functions have been made a part of the Commodity Branch 
so that the work has contimuity and the records are all in one plac 
as they should be, I believe. 

Mr. ANDERSEN. | can well see, Mr. Secretary, where you might 
handicapped considerably by being forced to employ people wh 
have a certain grading under civil service, and yet there are many 
things that might be desired as far as that individual is concerned, as 
far as concerns his experience. 

Secretary BRANNAN. There are many factors; preferential rights 
an example. 

Mr. AnprerRSEN. I cannot become too much aroused, personal! 
over this one section of the report. 

Mr. Warirren. | intended to just point out these examples, ai 
then get into the question of why. But apparently the why came uy 
and | have not given vou the benefit of what the investigators hay 
reported. That does not necessarily make it so, but it is their ov 
opinion, as a result of having made this study, 

For instance, they give this description: 

The organizational structure established to administer the Production a 


Marketing Administration warehousing responsibility is considered unduly co 


c and e imberson e, and coordination among organizational elements is po 
Under the general directi on of the Administrator of PMA, the Assistant Ad: 


pit 


istrator for ¢ ommodity Ope rations is responsible for 
1. Administration of PMA priee support programs, 
2, Supply procurement. 
fransportation and storage of CCC and other Government or contro 
Odities 
he procureme of commodities 
rection and coordination of the activities of the nine PMA conimod 
flices, the Fiscal Braneh, the Transportation and Warehousing Branch, and 
PATA Whe at Agreement Staff 
Prior to July 1, 1951, the storage and transportatior oa at 
Washington level was assigned to the Transportation and Wi: arehousing fp 


‘tated programs including t 
{ 
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However, for unknown reasons the warehousing responsibility for the majority of 
CCC-owned commodities was redelegated to the various PMA Commodity 
Branche s, as follows: 

{, Processed commodities to be retained by the Transportation and Warehouse 
Grains, soybeans, flaxseed, rice, dry edible beans, and peas, hay, and pasture 
_and winter cover.crop seeds to the Grain Branch 
Lint cotton, cotton linters, cottonseed, and kenaf seed to the otton Brancl 
Tobacco and naval stores to the Tobacco Branch. 

5. Peanuts and castor beans to the Fats and Oils Branch 
he Secretary of Agriculture is charged with the administration ¢ 
tes Warehouse Act of 1916. To discharge this responsibility a U 
Division was established within the Department Du 
Division has been under the supervision of the Transportation 
Branch of PMA, although there appears to be little or no coor 
and relation between the activities of this regulatory group and the 
ivitie ‘ that ageney. This regulatory body is cha 
| warehouses licensed under the act. TI 
lation of the warehouses under t! 
of comment especially in view of thi 
observed elsewhere in PMA 
e PMA transportation and ware! 
L by the ansportation and War 
PMLA commodit 


P\LA eommodity 


al dri trator fo mmoditv Operations, 
\LA committe eport administratively to the 
rd tion t rol o} ‘i § . pervisors 
This diffusion of responsibility for the PMA storage progran 
‘ogram performance. For ex 
between PMA eommod 
ot Cleary defined Tl 


tat from the Adn 


Te ires PN \ comn 
another and exchar 
t he PMA Office of Aud { 
improperly placed in ti 
lices report administrativ 
The necessity 
‘tions is well recog 
las special staff secti 
al structure and be responsible solely to the Administrator 
MA storage program ‘ior to 1948 PMA relied primarily 
rage facilities to warehous ocks of CCC-owned commodit 
1948S and 1949 and a critical sl 


I 


( 


. , Se 
dada number of so-called ¢ 


le § tora shortage 


Wuirren. Then they go into the various kinds of 
Vou sel up. 
USE OF COMMERCIAL STORAGE 


But they raise a question here which certainly should have the 


} 

tention of this committee and the Congress. They say that not- 

thstanding how many hundreds of thousands of bushels of grain 
torage you may have, that you fill the commercial storage first 

t the Government storage stay vacant and use it only in 

irplus. Is that the opinion? ; 

Secretary BRANNAN. That is almost the law. 

Mr. Wurrren. They quote this law and say that you make the 
determination. I’say it should have the attention of this committee 
ind the Congress, because they quote that law, and in discussion of 
t we might list it right here. 


and 





1 want to know what your construction of the law is and if it 
right then the Congress may consider the matter and do whate 
should be done, if anything, to change it. 

Then they say on page 17: 

The present PMA storage policy is arbitrary, unrealistic, and wastef 
Government funds. This policy apparently is based upon that section of 
CCC charter which states, ‘“‘Nothing contained in this subsection (h) shall 
the duty of the Corporation, to the maximum extent practicable consistent 
the fulfillment of the Corporation’s purposes and the effective and efficient 
duct of its business, to utilize the usual and customary channels, facilities, 
arrangements of trade and commerce in the warehousing of commodities.’ 

The investigators report that vou have construed that to mean t 
vou shall follow the regular channels even to the point of leay 
CCC-owned warehousing vacant. Is that correct? 

Mr. Getsstir. That is generally the policy, ves. 

Mr. Warrren. And it is based on vour construction of that 

Secretary Brannan. The law, plus the report, and plus the hist 
of the very tough fight out of which we have gotten that mu 

Mr. Warrrren. Lam not in position to say whether that is or is 1 
or should or should not be the construction. [ do think that it sho 
be pointed up here that if it is based on the law, that the whole sub 
should have the attention of the Congress. 

cretary Brannan. Might I take the liberty of suggesting to 
committee that they invite Senator Williams to come over and 
the committee what the law is on that, because he is the fellow wi 
led one side of that fight. 

Mr. Wuirren. Do you have any statements to be made in refe! 
to whether that is sound, or whether it is unsound? = It may beso: 
thing which covers the entire policv and you may want more t 
for that, but do vou have anvthinge that vou would care to sav al 
that? | | 

Secretarv Brannan. I do not think, Mr. Chairman, that 
deeply complicated thing. We are in the storage business, the 
States Government, because the United States Government 
deeided that it would take such steps as were necessary to assu! 
reasonable return to the American farmers for the things they produ 

To that end, the price support legislation was enacted. Everybo 
became well aware of the fact that 1t is net possible to use the p1 
support, or make price support available to farmers, with respect 
grain, unless they have a place to store the grain. That is becaus 
there is no place to store the grain safely, then when the Gove 
ment makes a loan on the grain it would not be sure that it co 
handle the commodity at the maturity of the nonrecourse loan 

Therefore, in order to supplv the deficiency in grain needs 
erain-storage needs, we have always felt that adequate storage 
this country was essential and necessary. 

There are some who do not believe that. They came before 
Congress and attempted to take the Commodity Credit Corporat 
entirely out of the grain storage business. 

What we have here to operate under is a compromise, and 
we ought to face it very frankly that it is a compromise. 
really all that is involved. 

Mr. Chairman, the wheat in the country comes to market i 
shorter and shorter period of time as our efficiency of product 
increases. There was a period of time in our history when wh 
was coming to market all the way from, I guess, as early as Jur 
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clear into October and November. Now, in each given area the 
wheat comes to market in just a few days because of the tremen- 
dous number of combines that can go to work in the fields. 

Therefore, the facilities for handling it promptly when the real 
pressure of price is on must be available immediately, and must be 
vailable in big volume although much of that wheat may flow out 
n 4, 5, or 6 months. Then, after the export and the consumption 
programs have gone into effect, some of that storage is not needed 
for the remainder of the vear. 

There is no sterage in the country, of any commodity that I know 

unless it is the gold in Fort Knox, where the supply of the com- 

odity stored is at a constant level. The volume of grain in this 
yuntry goes from perhaps 7 billion bushels at the peak, or at the end 
of the crop season, down to maybe one-sixth of this amount at the be- 
cinning of the crop season 

During the latter period of the evcle there is elevator space that ts 
mpty. During that period of time, no matter what crop you ar 
talking about, there ts storage space that is empty 

Therefore, vou will find a time when we have grain in a 

or When some of our own storage facilities are empty 

id times when we have grain in an elevator in the Northwest 
some of our Government-owned facilities in Texas or in the Southwest 
15 cents a 

} 


ut to move it that distance would cost another 10 or 
even to put it in private storage. So it would not even bi 


worth while to move it into private storage in many cases 


: » . e . W } ‘ - 
fhose are some of the factors, Mr. Chairman, that vou have 


to Lake 
into consideration. 
Mir. Wurrrenx. Getting back to the matter now, the situation 
lat you do follow the commercial channels as long as they handle it 
You utilize private storage and keep the Govern 


reasonable rates 
procedure 


ent warehouses empty. In so doing, it is vour idea that 
s required by the charter of the Commodity Credit Corporation 
hat correct? 

Secretary Brannan. Mr. Chairman, mav I qualify it 

rain in storage in a Government bin 
he street bad emptied its bins. we would not 


' 


| move it over there. By no stretch of the 


P } 
or example, if we had g 


private elevator across 

k up our graim and 

agination would we do that. But if it got in place there, of course 
hat is where we would leave it 

Mr. Wairren. And if vou had the grain coming into a given area 
here there were empty commercial bins and empty Government bins 
ou would put it into commercial bins rather than into your own 
arehouse across the street? 

Secretary Brannan. No; I do not think we would. I think we 
would utilize our own storage, depending on where we thought that 
crain was going. 

If it was corn, certainly we would put it in our own storage to begin 
vith. If it was wheat, which might go into transit and move away 

om the neighborhood, we probably would use the commercial 
elevator. 

Mr. Wurrren. These investigators state that it is the general policy 
in the Department to utilize the privately owned storage and pay 
rental on it even though your own space is vacant, and that, therefore, 
you are spending great amounts of money. 
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The report further goes into the fact and cites a section or pai 
of your charter, which I have just read into the record, as being t 
authority or the directive to you to use the commercial storage, a1 
that vou construe it to be so. The investigators differ with you as 
whether or not that is the proper construction, but it is vour constru 
tion that vou should utilize the private storage where it is availab! 
to the exclusion of your storage, even if it means leaving yours empt 

Secretary Brannan. That is, as | understand the intention 
Congress, to support private industry in the grain trade as evervwhi 
else. There is not any rigidity about the rule at all, but, as a gene: 
policy, | think that is the way to sav It. 

Mr. Wairren. Then, as to the question of the warehousing, vo 
are aware of the fight that was made for Government storage for crop 
that could not get into the private warehouses. The lack of stora 
space left the producer in bad shape, since he could not put his crops 
under price support unless they were properly stored. 

We all know what started the program, but the point is raised th 

1 the innuguration of the construction program the local committees 


and others were listened to as to the needs in the area and that 
adequate check Was made as to the correctness of their demands. 
The top example of how far out of line this is is pointed out in Not 


Dakota where, at the instance of the local committees, vou bu 
approximately 10 million bushels of storage capacity and never har 
anv occasion to use over 1,200,000 bushels of storage space. 

Is that correct as to the North Dakota picture? 

Mr. Grisster. That might have been the situation they foun 
there this summer, but, actually, that is an area in which we hay 
hada tremendous lot of storage problems over a number of years past 

\s recently as 2 vears ago, just prior to harvest time, the loca 
elevators were still full of grain and they were putting a tremendous 
pressure on the Commodity Credit Corporation to get this grain o 
so that they would have space to take on the new crop. 

[ think that at that same time you could have found most of t] 
CCC storage utilized. In fact, a lot of it was moved into CCC bi 
in order to accommodate the dealer. 

Mr. Warrren. The information | have indicates you have ney 
used over 1,200,000 bushels of storave there. 

Mr. Grtsster. We would have to check the record on that. 

Mr. Wairren. Give us a report on that. 

Mir. Grisster. That does not sound possible. 


CHECK MADE ON RESPONSIBILITY OF WAREHOUSE OWNERS 


Mr. Wairren. The investigation discloses further that after v« 
built the storage facility, not only do vou leave it vacant as long as vo 
can find commercial storage in the area, but, in getting the commerciz 
storage, that vou have not had the policy of investigating the priva 


storage Which was offered to you. In many cases, vou have gone righ 
on without any inspection; that vou have had a policy which requir 
the warehouse owner to submit a financial statement, but that vou 


no wav checked the financial statement to see about its correctness 
that vou tried to answer that kind of thing by requiring a performan 
bond—-a bond guaranteeing delivery of the proper amount of whea 
at the proper time and proper condition, or whatever commodity 
might be, but that, as has been shown in these other cases, you hay 
wholly failed to have an adequate bond. 





' 
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| would like to know what your general policy is in connection with 
those things. 

Mr. Geisster. The policy, of course, was outlined by the Secre- 
tarv a While ago, that we do require a certain amount of bond, but, 
of course, not up to the 100 percent. 

Mr. Warrren. Do you have any section whose duty it is to check 
the financial condition of the warehouse owner prior to approving a 
contract to store commodities in bis warehouse? 

Mr. GEISSLER. Our present policy requires that a loeal committee 
will check on the adequacy of the facilities. The warehouseman has 

submit a financial statement 

| believe that the commodity branch office takes into consideration 
thie findings of the local committee as to the tvpe oF structure and its 
adequacy, 

Mir. Wairren. | am in agreement with the idea of the loeal com 

tteemen, but is the local committee qualilied In) Most Cases tO pass 

dgment on a warehousing proposition? 
| grew up in a farm country and I know vou haul vour commodity 
somewhere and turn it over to them. Some individuals might | 
exception, but the fact that he is a farmer and on t 
nol necessarily mean that he has qualifications Lo determine proper 
storage facilities for keeping wheat or some other commodity OVer a 
period of time. 
\Ir. Geissuer. All of those fellows are in the business of producing 
the commodity that is being warehoused. 1 think vou find in most 


areas like that that the grain business is conducted by co-ops which 


\ eht be al 
| 7 e 
he committee wouk 


One 
iV 


are run by a board of directors of farmers 


Mir. Wuirren. Certainty vou can select folks who ar CXP ‘rienced 


that line, but do vou think the average committee is well q ralifie 
to pass judgement on warehousin 

Vir CAE ISSLER | think the ave rave committeeman would ay qual 
| in his particular area 

Vii ANDI RSEN. | would Sel \ that is thre ease ln thre Northwest | 


cannot speak for the South. 


\ 


Mir. Getsster. You take, for instance, down in Indiana, the averac 


ommitteeman will be a corn farmer. He has stored corn on his far 

| ] 1] | } } 
nd would probably be associated with a grain elevator as a directo 
ind would be in the storac business there 

[ think they are qualified 

Mr. Warrren. You answer that they are qualified If they are 

} . 7] 1 z 1 1 
juauified, what report do vou require from them as to the fact that 
they have checked the storage facilitv? Do vou have them report in 


kind of warehouse it is? 


detail as to what type anc 

Mir. Gretsster. They report in detail to the commodity bran 
office before that office executes a uniform storage agreement ch 

Mr. Wurrren. What is the explanation, then, for some of thes 
varehouses showing up in this poor condition, with the damage to 
he commodity? 

\Ir. GEISSLER. As to that provision of the local committee tO pass 
n the storage, how old is that, Mr. Underhill? 

Mir. UnNperutin. About a vear or 2 

Mr. Getsster. If that had been done in this Arkansas case, | guess 
We probably would have saved ourselves a great deal of trouble 1T) 


Ve“drs old. 


that case, 
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Mr. Warrren. I would like to know when you changed yo 
policy, what the former policy was and what your present policy is 
regard to that. 

Mr. Dean. I would like to make this comment for the reco: 
The application is completed showing the type of structure, the t\ 
of equipment, the loading capacity, and other information. ‘J 
county committee recommends approvel of the structure, or ¢ 
approves, and it goes on to the commodity office. The commod 
office checks on the facilities in reference to transit rates, and ot! 
items. 

We can submit that for the record. 

(The forms used are as follows:) 





ARTMENT OF AGR TUR 
N AND MARK NG ADMINISTRATION 
TRANS POR N 8 WAREN NG BRANCH 
APPLICATION FOR APPROVAL OF WAREHOUSE 
(SUBMIT SEPARATE APPLICATION FOR EACH WAREHOUSE ) 


A 








adersigaed warehouseman requests approval of the warebouse described herein for storage or handling the coammod 


r 
ated under the applicable agreement heck one pifon rain Storage Agreement J Agreement for Handling 


s 

puntry Blevators |_j Uniform Rice Storage Agreement ] Dry Edible Bean and Pea Storage Agreement | 
ry ) 
4 


eed in Transit lJ Seed Storage Agreement | 


roval for bandling of grain through country elevators the warebouseman certifies that 6 


ain Storage Agreement 





tate : 
ost Office address f leased give expiration date 
And same of Lessor 

Name of owner jor lessee | ] Wheck one 

If not now operating, state reasco 


Is facility located on a Railroad 


ac facility load direct to barge or ship? . 


rm 
heck type of license Federal | j 


tete Amoust of Bond $ _To whom issued 
) State switching charge, if any, to main or truck line railroad $ per cwt 


rowater trassportation is sot available here; give same of searest poiat aod distance from this facility 


ISTANCE (waTER DELIVERY P Tt) (DISTANCE 
»perated as 


of plast 
Elevator [ J e Plant 1 { ] Bean Plast (Dry Baible) 
Flat Warebouse _| Feed Mill { } u +e ] Pea Plast (Dry Edible) 
Rice Mill a | Maltinog Plast C] , uct ill [ } Fiaxseed Products Mill 
Otner LJ Describe! -_ ad ’ 2 cE eee eS ee 
4. Rated Storage Capacity (In reporting f ill or Processing Plast, include capacity of adjaceat elevators or 
Warebouses included is this’ operation! 
a ARS PA TE A Me nc 


— ———$—$—$—$———___—_— a a —— 


REPORT RATED STORAGE CAPACITY IN BUSHELS 
OR CWT., WHICHEVER IS APPLICABLE 
T cwr. 
+ oe 
ytal Rated Storage Capacity (Bulk and Sacked! 


a) Bulk Storage Capacity 


b) Sack Storage Capacity I 





Aside from and in sddition to bulk ce 
If facility is sot customarily used forgrain storage, c t be so used without extensive alterations? Yes[ } No 
Commodities usually stored sai sieenilaiteaa Se ——— _ 


Type of construction of storage facilities 


f ~ > r See oe 
(>) Flat Warebouse oscrete L_J Wood | J teel f Orber LL 


a) Elevator Concrete |_} ¥ood [ _] Steel Tasks [ a Otber L a (Specify) 
[ ] i) jp ” 
Tf not conventional type of storage use separate sheet for complete description of facility aad equipment fo 
receiviog, copsditiosing and loading ost. 
Amouat of Insurance os: Buildings Equipment 
Rate per $100.00 valuation 
ing equipment 
of scales, 
f scales, 
of legs, receiving Capacity, per ) Busbels 
of legs, sbippiag city, per bour Bushels : 
of legs, marine Capacity, per bour Bushels Owt. 
(f) No. of cleasers = — : . Cagacity, per hour Bushels Ore. 
(g) Drier, kind - ‘ Capacity, per bour Busbels Owt. 


(bh) Washing Equipmest Capacity, per hour Busbels Owt. 





(Over) GPO PMA—19 » 
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ating Equipmeat (Continued) 
. 7 
r unloading facilities (check ose) ac Dump |_J Mecbasiceal Shovel ther j 
idetrack apac ty (No. of ars! 
ri N f cars per day that can be sloaded Loaded ” a 
Tr Bu. per day) that e nloaded Loa 
weight r goized by common carriers as of claims for a tragsit, available at 
facility Yes Nol_} If "Yes* 
e off al grade y an ector under the raion Stasdards A availa a B 
s f "Yes", explain bow and by whom determined 
: tank 3 { “y 
railroa rans stops rmitted at y r elevator Yes i_Jj No & [f aaswer is es, sta an= 
s available r reilros arif 
facility operated by a Corporation Indivi 
4. Names and Titles of all persons autborized to execute ntract aad issue warebouse receipts. If a corporation this 
bould be « mpacied by a resolution so autborizing 
NAME TITLE 
The undersigned warehonseman certifies that all statements made bereino are true asd orrect, tbat tbe warehouse des ed 
a this applications bas ample equ vent and facilities for g, bandliog, conditioniog, storing and loading be 
orr ity in accordance with the terms and provisions of the applicable agreemeat aod that any time the warehouseman's net 
worth as determined by the applicable PMA Commodity Office, is not ample to reimburse the depositors of the cammod to 
the extent of tbe value thereof with respect to any losses that may occur, the warehouséman shall at the re Bt of the 
applicable PMA Commodity Office furnish such boad as will meet the approval of the Director of 
ffice. 


the Area PMA Commodity 
day of 


A WILLPULLY FALSE STATEMENT ON THIS APPLICATION IS PUNISHABLE BY LA® (0, S. CODE, TITLE 18, SECTION 80) 





THE ORIGINAL AND ONE COPY OF THIS APPLICATION TO BE SUBMITTED To: 





PMA COMMODITY OFFICE 


WAREHOUSEMAN SHOULD RETAIN A COPY FOR HIS INFORMATION, 


Vitb this application the warebouseman is requested to furnish the 


followiag 
ample of warebouse receipt. 


ertified copy of Last audit report or financial dated got ia excess of 60 4 date of th 
application. 
mall scale plat or map of the land showing uildiags, rail approactes, et 
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UNITED STATES DEPARTMENT OF AGRICULTURE, PRODUCTION AND MARK 
ADMINISTRATION ‘ 


STORAGI AGREEMENT RECOMMENDATION 





195 
The PMA County Committee of County has thi ' 
examined the facility of loeated at I 
and the information listed in the application for approval has been verified 
found in order. The capacity as shown is correct, receiving and shipping 
and legs, and all other equipment necessary for a good operation (have have 
1 K i 
bee ta 1, and the facility is acceptable for storage Phe umber of ra 
cars |] iv which may be unloaded and loaded o re corres \ 
eC reeo id the ppre i} lisappr il if 
( 
( ( PMA ( ( 
Ad S 
t 1 P 
\Ir \\ HITTEN Do Vou still not think there IS aNV necessity 
he Commodity Brat eee ee tuall nd el 
i OMMLOCGLITS ranch to have someone actually go and @¢ 
| i f } 1, aa 
th Hilies evel aicel las Derg recomMimena 1 Wy a ( { 
») 
COMME len 
oF | ’ 1 
vir. % LEI I s we ought to hay somebody in the ¢ 
, i 1 
mod V oll MO tTheVv ep Dw Spot eCneeKS Oh th SbLOoTaAgve facilit ] 
» 1 } 1 ] 1 ’ ¥ 
5 lf think it would be an expense, and probably an unneces 
: A , 
CX) : LO Insp { if Of those w houses, Hecnuuse Many ¢ th ( 
r" Uh} to Stat S| Lioh through the & e law is to adequ 
+} 
( 
‘ an if it it then rene 0) ood ; 
I 1 ~ ] 
t oOo q on about } i} peopl Oil us 
| I 
1 1 ! 
\ 1 tl 0 1? } Vuaus well a (iol Myls ess W 1h Us | 
. | | P| | 
‘ ( \ B NN \ \I oe; man, Mav i Ist sul ti] I 
i Ime that th tu I? OOO orain elevator n tl OuntrV and 
' ' 
~ V that a man worked every Ay O09 dauvs a \ {isp 
, ' 
0 ( clevator J every Va j whl vo to th \ 
; 4 4 ] i 
VOuLC if ce Dim 40 vears to ispe them ut] i\ tHe! 
} eorr 
\ | men tall o peop fo do tt t would eos WwULUHNV I | 
nist t y 1 tty | Ral ! } ) 
} if Cine Canny iii \ | am’ ! ) 
' | } ad , 
tTiskK Ohh ad Dad DLreCAK, ¢ Vibab tes \ 





rome to trv to find out and to tind oul 


We are coing CoO try to see what if Is tha 


If it is due to individuals, proper attent I] 


ion Wil be eiven to tl 
} 


But that is what I am trving to point out. Since vou cat 


Inspect everybody every month, it means the place to spend _ sor 


monev Is at the outset If vou ret the proper kind of finanelal 1h 
with the proper kind of financial background, and responsible for 
acts, vou can fix up a lot of things. 
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At the outset vou had better spend some money, or you are going 
to end up with some folks that will stick vou—and they have stuck 
vou, according to this report. 

So it is that at the outset I am trving to direct your attention to 
whether or not that is the place to be careful. If vou get the right 
people vou relieve a lot of headaches. 

Mr. Geisster. Mav I use the Arkadelphia case for example? 
There are two things there that are definite. No.1 is that that ware- 
ijouse Was approved without anybody passing on it. That is a thing 
we have tried to correct. 

Mr. Wrirren. How long have vou been in there, Mr. Geissler, for 
the record? 

Mr. Grissuer. | have been president of the Commodity Credit 
Corporation since last April. 

Mir. Warren. That is April of 1951 

Mr. Getsster. Yes. And [| was approved in August as a member 
of the board of Commodity Credit Corporation 

{nother glaring thing is the fact that our Commodity office people 
cnew for some considerable time that that grain was not in good 
condition. Their own man was out there. [I think it was in October 
or something like that, as the report shows. And then nobody got 
back out there again until August of the next vear. 

There it is simply incompetency, lack of energy, or ability. That 
is one of the reasons why the officers who were there are not there any 
more. 

Mr. Bares. Was that not at a time that they were having great 
difhcultv in getting storage? 

Mr. Getsster. Yes; that was one of the contributing factors. But 
even then it is better not to have storage than to have storage wher 
vour grain is going to rot. 

Secretary Brannan. That grain did not rot the day it went in, and 
if these folks had been on the job when the first inspector went in 
there and had taken half the grain out, all would have been all right, 
because even taking half the grain out would have given the oppor- 
tunity to turn it. The operator could not turn over the grain. It 
was not a good4ob to begin with. 

Mr. Waerren. This investigation discloses that vou have not 
made a proper check on the financial solvency of the people that are 
engaged in storage facilities. What statement do vou have about 
any change in policy, or with regard to your present policy, as to 
hecking on the financial responsibility of those who ask for these 
contracts? 

Mr. Grisster. Mr. Sommers, will vou answer as to our procedure 
n that? 

Mir. Sommers. It has been our practice to require that a financial 
statement be submitted to the Commodity Office along with the 
application for a contract. 

Mir. Warrrex. Our investigators find, however, that vou require 
that but vou did not go behind it; it was just a paper showing. 








Mr. Sommers. I was about to say, sir, that we did not requir 
certified public accountant’s statement or independently veri 
statements. 

In other words, you might say that they are open to falsificatio: 

We are taking steps—and we have had this matter under study 
for some weeks—to require that certified statements be submit 

| might say for the record, so that I will not be misunderstood, t\, 
that procedure has not yet been definitely prescribed. We do he 
it under study, and recommendations are being drafted along t} 
lines. 

Mr. Wuirren. I trust you will keep the committee informed of «; 
changes you may make or any developments in connection with that 


COMMINGLING OF GOVERNMENT-OWNED AND PRIVATELY OWNED GR 
IN WAREHOUSES 


In connection with the storage in the average warehouse I wan 
know whether or not the grain warehouseman has to keep the identi 
of the Government grain separate, or is it commingled with his . 
grain? 

Mr. GrtssLer. He does not have to keep it separate. 

Mr. Waitren. And he must, under the contract, deliver to vou t 
same quantity. 

Secretary BRANNAN. Mav I say that in the State of Texas he does 
not even have to keep it in his own elevator. He may send it off t 
another place and issue a warehouse receipt on that elevator, unde: 
the Texas law, and we cannot do a thing about it. 

Mr. Warrren. The charge is made that many times folks ha 
manipulated this grain to their own advantage and to the detriment 
of the Government, and that you have numerous cases in which tliat! 
has been true; is that correct? 

Mr. GrissLter. Percentagewise, of course, it will be a very sma 
percentage; yet in a number of cases there certainly have been son 
instances of that sort. 

Mr. Warrren. 1 would like for you to report to the committ: 
instances where they have juggled this grain aroundto the Govern 
ment’s disadvantage. 

Secretary Brannan. Mr. Chairman, if you are talking about 1! 
Texas grain conversions, it is our understanding that your commi! 
investigators have been supplied by our Dallas office with the name: 
of all of them and the amount of money. 

Mr. Warrren. We have all of those, which we will go into short 

Secretary Brannan. | do not think I can add much to that, | 
if you want us to duplicate that list, we will. 

Mr. Wairren. We will wait until we go into that. If there 
others in addition, you can supply them. 

Another question is the fact that you are spending money by) 
recognizing the differences in rates. For example, you are payin; 
man who can store a million bushels at the same per bushel rat: 


there is no reason not to take into consideration the differentials; t! 
you are not requiring an adequate bond, since you have not had | 
proper showing as to the financial solvency of the warehouseman 
to the type of structure which he offers you and the greater risk. 


you are paying a man who can store 25,000 or 50,000 bushels; t! 
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Have you had any study of graduated storage rates, or what is your 
practice in connection with that? 

Mr. Geisster. | have gotten in on that at both ends, Mr. Chairman, 
because I was in the old AAA set-up when the original uniform storage 
agreement was developed, starting back in 1938. I know there was 
a lot of discussion then, and the agreement has been reviewed just 
about every vear with the grain trade people. 

It is common practice in private business. They pay uniform 
storage rates. What thev require is that the individual store the 
erain, keep it in good condition, deliver the same quantity, quality, 
and grade that went in. 

So they have never gone back of what the cost of that facility 
might be. One fellow might have inherited it. 

Mr. Warrren. | am not talking about cost so much. But there 
is a lot of difference between the people in the trade and the putting 
of the commodity in a licensed warehouse—a bonded warehouse, so 
to speak—-where they are financially solvent. 

There might be three farmers who are anxious to get ahead. They 
want to get the benefits of the Government’s program and they have 
a warehouse and you do not check the warehouse and you do not 
check through the local committee and do not check the financial 
solvency of the farmers. 

There might be a lot of difference. 

Mr. Grisster. Yes. I would say the correct measure to be taken 
there is not to take grain to a place that is not financially solvent or 
any place that is not adequate in storage, and insist on uniform storage 
facilities to start with. 

Mr. Wuirren. That is what I am trying te point out. You admit 
that is not true throughout the history of the Commodity Credit 
Corporation. 

Mr. Gretsster. That is right. 

Mr. Wuirren. What are you trying to bring out now? 

Mr. GrissLter. As | pointed out a while ago, we are requiring that 
our local committees inspect all the storage facilities. The boys out- 
lined to you the procedure that was used on that. We are taking 
steps right now—at least, it has been under study for a couple of 
months—about getting a certified statement as to financial condition, 
from a certified public accountant. That has to be put in, | think. 

Mr. Wurrren. This being wintertime, it does give you a chance 
before the new crop season to have that phase of it corrected and 
reported to this committee. 

Mr. Grrsster. Yes. That will probably be in operation in con- 
nection with the 1952 storage program. 

Secretary BRANNAN. Mr. Chairman, may I just refresh your mem- 
ory as to a bit of history? 

At one time they tried to insure Government grain which was in 
farm storage but under loan to CCC. The cost was almost as much 
as the Commodity Credit Corporation operating expenses for a year 
for all its business. 

Mr. Getssuer. And the cost was far in excess of the annual average 
losses without insurance. 

Secretary BRANNAN. The other point that I think is highly signifi- 
cant is that nobody else who stores grain requires a special bond, 
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except CCC. There is a bond required under the United States Wa 
housing Act. 

Mr. Warrren. The point is made with regard to getting priv 
persons to expand their storage capacity, that you entered into co 
tracts agreeing to take 90 percent of such increased storage the firs! | 
vear and that, in effect, this was a 100-percent guaranty because abou 
10 percent of the storage capacity has to be kept vacant for the purpos 
of handling the grain 

Do vou think it is fair to guarantee 100 percent use on the part 
extra storage, or should vou have some reasonable percentage und: 
that? 

Mr. Getsster. That was a provision that was used when this \ 
acute storage situation existed about 3 or 4 vears ago. At that tin 
| have no question but what it took unusual guaranties to get | 
quantity of storage constructed that was needed. There were 1 
lions and millions of bushels of grain mght on the ground through 
the heavy grain-producing area 

At that time, I did not have anything to do with it. [ imag 
hat before the folks undertook to underwrite it to the extent of 4 
percent, they must have discussed it and determined that that v 
the kind of guaranty it was going to take in order to get the stor: 
constructed 

Right now, IT do not think vou would need to go to the extreme of 
uUSINe that in order to vet OW hat additional storage is needed. 

For one thing, our stocks are going down considerably. We 
not having the earrv-over we hed in that period So the storag 


situation is not going to be as tight under the present condition 


1E CAPACITY 
Mir. Warrren. T want to check again with regard to this Nort 
Dakota Situation, because it is ina bad wa if this Is correct ‘| 
statement 1s made with regard to it that: 


itv of bins purchased by CCC was based entirely on recomme! 
ed to Washington by the county and State PMA committ 
ndations were not ned by anv central authority 
to determine th alidity of these estimates ‘he staff 
n the field was unable t ecure definite information. ti 
made by PMA county committe For example, 1 
kota, the estimate of bin requiremet was based only 
lic warehousemen and the personal estimate of county 
ut, bins were erected in that State having a total capaci 
To date, onlv approximately 1,200,000 bushels of 
rr been used for the storage of CCC-owned commodities. Sir 
re developed in numerous other States and counties. In some ar 
astern part of Kansas, and the Panhandle of Texas, ther 
large numbers of bins were erected in 1949 in which not one 


SOut he 


er 
rain has been stored to date 


Nii (FEISSLER We could check on those 


| happen to know of the North Dakota situation ip general term: 
because that happens to be my home state. From about 1945, t! 
last summer was the first time that we cot epough oTnin moved oul 
of there by harvest time so that the elevators were not under pressu 
to find the storage capacity for the pew crop coming in. 

| think, Mr. Underhill, vou must remember that vou had terri 
pressure im 1947, “48, “49, and ‘50 from the warehousemen, from ! 
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North Dakota Board of Railroad Commissioners, and from every- 
body, to try to get that grain out so they would have room for the 
new grain. 

It just does not make sense to me that 10 million bushels of CCC 
capacity would stand there and would not be used during those 
periods. I know the bins in my area were full, every one of them. 

Mr. ANDERSEN. I would question also, Mr. Geissler, the correctness 
of these figures in that particular instance. 

Mr. Grisster. We can get the figures. 

The information referred to appears in testimony on p. 270.) 

Secretary BrRanNAN. Mr. Chairman, may I also add this: I know 
that the figures from every State in the union were checked carefully, 
and in some cases they were sent back and forth two or three times. 
| personally participated in reviewing the figures for many States. 

We also brought to Washington from California a fellow by the 
name of Roland Ballou and had him in there from 60 to 90 days doing 
the preliminary job on the figures. I worked with him. 

\Ir. Geisster. | have some figures here, Mr. Chairman, which 
might be of interest. They are national figures, but based on surveys 
that have been made, and a very intensive one. 

We have 2,175,000,000 bushels of commercial storage capacity in 
this country. In addition to that, CCC has storage capacity in their 
bins to the extent of 544 million. ‘That is a total storage capacity 
and this is in addition to farm storage—of 2,719,000,000 bushels. 

Taking the grain crops, something like the average we have had for 
the last 5 years, corn, wheat, oats, and other grains, in total produc- 
tion in 1 year it would be something over 6 billion bushels of those 
crops that must use that kind of storage. So you can see that in 
total we have less than half in the combination of commercial and 
CCC-owned storage to take care of the crop when it comes in. The 
rest of it must find its home in farm storage or something else. 

I just thought that picture might be of interest to you folks. 


QUALIFICATION OF PERSONNEL 


Mr. Warren. Further in the report it is stated: 


The policy of the PMA as expressed in its published documents places the pri- 
mary responsibility for the inspection and control of the grain bin sites and 
juipment with the State PMA committees who, in turn, are to instruct, inspect, 

ind control operations of the county committees. 
Presumably to assist the State and county committees in their discharge of this 
sponsibility, the PMA Transportation and Warehousing Branch created in 
ne 1950 a Field Supervision Division whose GS-13 and GS-14 field representa- 
es were charged with conducting field inspections and advising the various 
ites and county committees regarding practices, policies, and procedures con- 

rning the operation of CCC bin sites. 
\ review of the reports rendered by these individuals indicates a complete lack 
uncerstancing of the problems involved and thet very little actual bin-site 
pection was accomplished. For example, the condition of the bin sites in 
innesota wes one of the most unsatisfactory observed. Bins were deteriorating 
1 were not sesled or locked, bin sites were not fenced, and much weste and 
lage of grain wasobserved. Departmental files incice.te one visit to Minnesota 
a field representative on August 29-30, 1950. As indicated in bis rerort, this 
resentative confined his activities to a meeting in St. Paul with the PMA Stete 
mmittee end their field men and no insvection of bin sites whatsoever was made. 
his connection, it is considered significant t onote that the Chief of this division 
» storage experience, his entire 24 vears of employment experience having 
in the field of personnel. 


93987—52——_17 
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Mr. Getsster. That division has been abolished and we do not haye 
those inspectors from the Washington office going out any mor 
That responsibility has been delegated to the State committees 

The commodity officers, of course, work in their respective areas 
to give them some technical assistance. 

The individual you are talking about is not working on storage 0: 
transportation any more. 

Mr. Wuirren. Is he in a field where he is qualified? 

Mr. Harritit. Mr. Geissler, I understand he has transferred 
Paris. He is out of PMA now. 

Mr. Wurrren. | am going to tell you that in an operation as big 
this I do not know but what full-time folks should be responsible for jt 
We do not want to pass the buck to these local folks who give part-tiny 
service to this thing. 

If these two fellows had no experience in this field and were no 
doing anything, perhaps vou did well to abolish that section. Bu 
am pointing out that perhaps you should have another one. 

These people that did this investigation for this committee 
experienced warehouse people, and they have no ax to grind. 
say this: 

Kighty-one bin sites were inspected during the conduct of this inquiry. 
none of the States visited were county committees fully complying with w! 
appear to be adequate regulations issued by PMA at the Washington level 
the opinion of the staff, this condition results from a lack of ‘‘follow-up”’ 
Washington and PMA State committee supervisory personnel. 

You cannot have as big a program as this and turn it over 
part-time folks in the field, who may be very fine. This ought to } 
the responsibility of the man that runs it. If it takes money to ru 
it, let us find out and provide it. 

Mr. Greisster. May I make a comment there? 

Mr. Wuirren. Yes. 

Mr. Grisster. We use the term “State and county committee 
all the time. But that does not mean the part-time county co! 
miteemen actually are doing the job. They have the over-all, genera 
responsibility, but, as vou know, they have full-time employees 
their county offices and we have full-time employees ip our Stat 
offices. 

The folks that are actually inspecting these bin sites and doing th 
work on the policy laid down by the State committee, are general) 
full-time employees. That is true in county offices, too. 

Mr. Wuirren. In other words, it is under the supervision of 
county committee. 

Mr. Grisster. We probably say county officer or State officer, b 
we just follow the terminology whereby we say State and count) 
committee, 

But it does not mean they actually do all this work themselves. 

I would like to ask a question. Are we going to have an oppor- 
tunity some time before we get through here to discuss some of thes 
policy matters that have been raised? 

Mr. Wairren. Yes, we do want to discuss that. 

Mr. Grisster. I mean, in particular, something like this operation 
of the 109 former defense plants. 











Mr. Wurrten. Since it has been raised, I will want a breakdown of 
the experience and background qualifications of your top people not 
onlv in Washington but in the district offices. 

(The information appears on page 294.) 

Mr. Kruse. May | say, Mr. Chairman, that earlier you asked 
whether I had any general statement on my attitude toward the 
efficient and economical spending of Government money. This is the 
first time in my Government career that a question has been raised 
with reference to my efficiency and economy in spending Government 
noney. 

Mr. Warren. This statement was credited to somebody high up 
in the Commodity Credit Corporation in the Department of Agri- 
culture. You run the Commodity Credit end of it; and as operating 
bead of it quite naturally we want to find out what your views are. 
We are not accusing you of having any ulterior motives. We are 
interested in knowing whether your views coincide with those ex- 
pressed. 

Mr. Kruse. My personal views are well known among the em- 
ployees of the Department, that it behooves us to operate as eco- 
nomically and as efficiently with Government money and with 
Government property as we can. That view has been expressed 
time and time again, and I have asked the boys to look into particular 
problems to see whether our efficiency in the utilization of Government 
funds could not be increased. 

l think that when the complete set of instructions that has been 
released in the last 2 years is reviewed by your committee—and it 
will be presented here—it will show the general attitude that L have 
toward the economical operation and the conservation of Govern- 
ment funds. That is all Ll have to say. 

Mr. Warrren. Well, understand that there is no charge at all, 
but this thing has been brought out here, and the question of how you 
do really feel is appropriate to have in the record. 

Mr. ANDERSEN. I might say, Mr. Kruse, that I have always had 
that opinion of both you and Mr. Geissler. 

Mr. Wurrren. We do have this general problem in Government, 
and | have wrangled with it for the 10 years that I have been in the 
Congress. There must be some means or some way for one depart- 
ment to cooperate with another in the use of facilities. It was a 
problem when | came here and doubtless it will be one when I leave 
Sut if there are means that we can avail ourselves of to try to make 
better use of facilities, we should adopt them. 

Mr. Kruse. | think our instructions will point that out to you also. 


GRAIN STORAGE BIN PROGRAM 


Mr. Wuirren. Now, | would like to have you discuss in detail 
your grain storage bin program. At the outset I would like to have 
some discussion of the nature of it, how it has worked out, and things 
of that sort. This may be a duplication, but you might explain in a 
general way first when the need arose, the circumstances underlying 
it, and what the provisions of the law were with regard to it, and 
then what you have done to carry out those provisions. 
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Secretary BRANNAN. Elmer, will you take that? 

Mr. Kruse. It does not make any difference. I think I know th 
from memory. 

Secretary BRANNAN. Go ahead. 

Mr. Kruse. | will explain to the committee what our actual pro- 
cedures were. You will remember that the 1948 bumper crops wer 
followed by bumper crops in 1949. There were severe limitations op 
what Commodity Credit Corporation could do in the way of storay: 
until finally, in June of 1949, I think, legislation was enacted which 
made it clear that the Commodity Credit Corporation could, if they 
were needed, acquire storage of a temporary nature. . 

Mr. Wuirren. Those bumper crops; were they the result of produc- 
tion that had been built up during the war? 

Mr. Kruse. They were a continuation of the production that wi 
had asked for made possible by increased technological knowled« 
which helped build up the production we had asked for during th 
war when it was very urgently needed. 

Then when the war was over the farmer had this knowledge, he had 
this machinery, and there was still a lot of need for the exporting of 
food and grain. 

But as that need diminished somewhat, the prices began to sag 
and with the big crops that we had the take-over from the 1948 crop 
was greater than it had been for a great many years. 

Mr. Wuirren. Will you show in the record at this point the actual 
figures? 

Mr. Kruse. Yes; we have a lot of tabulations on that. 

(The information referred to follows:) 
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Mr. Krusr. When it became apparent about the Ist of July 194s. 
that the Corporation, might be asked to take over in excess 0; 
700,000,000 bushels of corn, we began to wonder where we would put 
the corn. 

In addition to that, the wheat harvest had been bountiful in th 
Southwest and was just starting in June when we got our authorization 
The farmers were complaining that they could not take advantage o{ 
the Commodity Credit loans because they could not find the stora 
The elevators would not take it. They were either full or they wanted 
to reserve the space for their own use. 

It was then on the 7th of June 1949, IT think, that we issued 1 
first press release which indicated what action we proposed to take 
let me read the release: 


Unirep States DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 
WASHINGTON, JUNE 7, 1949 
SECRETARY BRANNAN ANNOUNCES GRAIN STORAGE PROGRAM 


Secretary of Agriculture Charies F. Brannan today released the follow 
statement Outlining the immediate steps to be taken in a broad program 
develop more adequate storage facilities for farm commodities: 

The President has just signed a bill restoring to the Commodity Credit Corpora- 
tion the authority, held by the Corporation from its inception until last vear 
assist farmers to store their grain and other products and to provide storage 
these commodities when they are turned over to the Corporation in the conduct 
of the authorized price support programs. 

The Department of Agriculture has been prepared to attack the grain stora 
problem at any time it regained the authority to do so. It is now in positio: 
go ahead, and is taking immediate action. 

The wheat crop is already being harvested in the southwestern part of 
country, and it is too late now to do all of the things we had planned earlier 
part of a broad program to handle peak grain harvest periods and to carry « 
our vear-round price-support obligations. However, the Department will m: 
at once to put into effect as much of the program as possible at this time. 

Three major steps have been specially and realistically adapted to meet 
immediate situation and to prepare for the grain storage problems whicl 
almost certain to develop as crops are harvested during the next several mon 
These steps are: 

1. Because wheat is already being harvested in the Southwest, and beca 
farmers are finding it difficult, to make use of available commercial storage, C! 
will temporarily liberalize the provisions of its price-support grain loan progra: 
This will make it possible for grain farmers to take advantage of the protect 
offered by the support program, even though adequate storage facilities are | 
immediately available to them. 

In all areas where climatic conditions make it possible to store wheat for s! 
periods on the ground in the open, or in other temporary wavs which are availa 
to farmers, CCC will grant ‘‘distress” grain loans immediately. These distr: 
loans will be granted with the definite understanding that the farmer himself 
build or acquire satisfactory farm storage facilities within not more than 9) da 
When he does, and the wheat is properlv housed, the distress loan will becom 
regular loan under the CCC price-support program. 

Seventv-five percent of the full support level will be advanced to the farmer 
the time he takes out the distress loan. He will receive the balance of the fu 
price support loan when the grain is in his new storage facilitv. Determinat 
of grade and quality will be made at the time the grain is put under the distr 
loan. The quantity will be estimated at the time the distress loan is granted, a 
it will be finally checked and determined when the grain goes into the perma 
storage. The farmer will not be responsible for changes in grade and qual 
which may occur during the period of the distress loan. 

In areas where it is not feasible for farmers to leave wheat in the open or 
other temporary storage, and where adequate storage facilities are not availab 
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to them, the CCC itself will undertake to find suitable emergency storage. It 
will use Government-owned war-surplus facilities where available or take other 
special measures to get the wheat under cover. ‘This will make it possible for 
farmers in such areas to take advantage of the distress loan provisions, on the 
same general basis as those where the climate is drier and under comparable 
requirements for acquisition of additional farm storage. 

State and county committees of the Production and Marketing Administra- 
tion will be given full information about the distress loan procedures immediately. 
Farmers should check with their local committees before taking steps to qualify 
inder this program. 

In an effort to mobilize the maximum production capacity for farm storage 
facilities, the manufacturers and suppliers of on-the-farm type of grain storage 
facilities are invited to meet with officials in conference room 281—A at the De- 
partment of Agriculture in Washington at 10 a.m. on June 10. At that time, a 
survey will be made of the capacity of each to produce and deliver, and areas of 
greatest need will be defined. The Department hopes to complete previous dis- 
cussions with these suppliers to pave the way for the early delivery of the maxi- 
mum amount of storage and storage materials, so that the farmers will be able to 
purchase and erect facilities as rapidly as possible. 

Local deelers and representatives of manufacturers will not be bypassed in this 
effort to speed up delivery. On the contrary, all available information as to names 
of suppliers as well as the types and quantities of storage facilities which can be 
produced by the different suppliers will be made available to the State and county 
PMA committees. These committees will then be able to help local distributors 
bring to the attention of all grain farmers the availability of different types of 
structures, costs, and other pertinent information. 

{s part of this effort to increase farm storage quickly, CCC will make loans to 
farmers for the purchase or construction of farm storage to the extent of 85 per- 
cent of the cost of the facility. These loans, bearing interest at the rate of 4 per- 
cent & year, will be payable in five annual installments, or earlier at the farmer’s 
option. 

In addition, and as a part of the farm storage loan program, the Department 
will include a provision for deferment of repayments in a veer when the farmer, 
because of conditions over which he has no control, is not in position to utilize the 
storage space. To illustrate, in the event of crop failure in an area, pavments for 
that vear will be deferred—in effect extending for a vear the time during which 
the total storage loan is to be repaid. The PMA committees will be responsible 
for determining the local justification for such deferrals. 

In connection with assistance available to farmers in paving off farm storage 
loans, or otherwise financing new storage capacity, I want to call particular atten- 
tion to the “‘resealing”’ provisions which were announced in May. Any farmer 
who has had wheat, corn, oats, or barley under storage loans can reseal the grain, 
extending the commodity loan for another year and keeping the grain in its present 
storage position, CCC will pay him fixed storage fees for keeping this grain for 

» Corporation for the extended period. 

Those who have listed these same grains under the purchase agreement option 
f the price-support program can also put the grain under loan tor the coming year, 

qualifying for the same storage fees if the grain is eventually delivered to 
CCC, These storage fees will help pay the cost of any new and additional! storage 
the farmer acquires. The “reseal’’? payments should serve as a definite incentive 

r added farm storage, promoting more orderly marketing of 1949 grain crops and 
permitting farmers to take full advantage of price supports. 

3. It is anticipated that CCC will be required to carry over considerable grain 
stocks from year to year, both as a result of its price-support operations and in 
providing for carrvover of part of the necessary reserve supply in the national 
nterest. CCC will therefore contract for storage facilities to be placed on lease 
or purchase sites at strategic points throughout the country, for storage of CCC 
owned or controlled grain stocks when other facilities are not available. 
The Corporation at present owns approximately 45 million bushels capacity of 
bin-tvpe storage and believes that about an additional 50 million bushels of com- 
parable storage,.properly located, will materially assist in meeting storage needs 
for the immediate future. This additional storage for CCC stocks will help make 

possible for farmers, grain dealers, and the railroads to handle the volumes of 
grain coming in at the peak of harvest 

This CCC storage is intended to supplement existing facilities only to the extent 
necessary to help meet urgent current needs. The bins or other storage facili- 
ties on these sites, when not needed by the Corporation, will be subject to lease 
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by farmers or groups of farmers. We regard the CCC bin purchase approach to 
the grain storage problem as a temporary measure, made necessary by the lac! 
of time in which to meet situations which are immediatelv ahead. 

Considering the over-all storage question, Department surveys show that ther 
is need for more elevator-type storage to handle our grain supplies efficiently, 
the harvest seasons and years ahead. There is obviously not time to do muc! 
this direction to help with 1949 grain crops, but it is expected that cooperatiy: 
and other commercial interests, recognizing the future storage needs, will start 
the necessary construction programs through the usual channels of individua 
Initiative. 

Mr. Wuirren. What was the date of that release? 

Mr. Kruse. June 7, 1949. That was right after the charter amend- 
ment was approved by the Congress. 

Immediately following that, Mr. Chairman, we held the meeting 
which was mentioned there with regard to the maximum storage util- 
ization in facilities owned by the trade. We instructed our State and 
county committees to get in touch with local elevators and with thy 
storage facilities that were in their State, with their grain elevato: 
associations, and with the crop reporting services in the States and 
to make a complete survey as to the amount of storage that was 
available in the State. 

Also we made a complete survey of the amount of grain under the 
price-support program. 

The purpose of that was to see whether we could reconcile the storage 
facilities that existed and might be available in line with the apparent 
needs that we had. By the time that was completed, there was an 
indication—and we have some definite figures on that that we wil! 
transmit for the record—as to what the trade told us they would take, 

As | remember the figures, roughly there were seven-hundred-od« 
million bushels of corn that we potentially were obligated to take over, 
The trade intimated that they might be able to take care of some 250 
million bushels, which left, roughly speaking, 500 million bushels that 
we needed to find a home for some other place. 

When that survey was made known to the Board of Directors o! 
Commodity Credit Corporation, the purchase of the 50 million bushel: 
of bin capacity mentioned in the press release was authorized. We 
kept on analyzing the needs further, and the Board increased 
authorization to me for the purchase of not in excess of 500 million 
bushels of capacity. 

That was a great deal of storage. What we did then was that 
called in to Washington the State committee chairmen from all of the 
major producing States. They brought with them their reports fron 
the field, after carefully checking with their local elevator men ai 
checking with their farmers, as to how much of this corn might 
delivered and where they might put it; and we scaled their requests 
and finally wound up, in 1949, by purchases of some three-hundr 
and-three-million-odd bushels of bins. That was the first purchas« 
the bins. 

Mr. Getssier. Elmer, you said 50 million bushels a while ago. — Is 
that correct? 

Mr. Kruse. Yes, but when we had the report completed and thi 
figures were so staggering as to what our potential need might be, 
the Board—and this is in the Board’s records—took action by which 
I was authorized to purchase for the Corporation not in excess o! 
500 million bushels. I would like to add at this point that our 
success with these bins has been gratifying. The operating cosis 
haven’t been too high. The farmers like the idea of being able to 
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keep corn, even though it belongs to CCC, in the area where it was 
produced. If, as is frequently the case, it is needed there later, we 
sell it and there has been no payment of unncessary freight charges. 
Also our success in keeping the corn in these bins has been very good. 
It has retained its quality far better than anyone in the trade ever 
thought possible. 

Mr. Getsster. [ think that will clarify the record somewhat. 


CONSTRUCTION OF CCC BINS 


Mr. Warrren. Now, I would like for you to show in the record, if 
you don’t have it now, the number of bins built in each State, the ap- 
proximate date that the bins were built, and the approximate use to 
which they have been put annually, if your records will disclose that. 

Mr. Kruse. I have all of that. 

(The information is as follows:) 


CCC-owned structures 
JANUARY 1950 
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North Dakota 688 9 236, 000 1, 721) 5, 593, 250 2, 236, OO 
Ohio $, 34 14, 499, 71 265 855, 150 5, 188, 524 9,311,191 
P nsvivania 12% 334. 000 2) 39, O00 334. 000 
s0) h Carolin 12 106. O00 16. 000 390, OOO 
So Dakot 7,444 32, OS1, SOX 6 229, 200; = 20,099, 585) 12, 882, 215 
1's Soe 10 176. 000 
l'exa 38 1, 451, 600 5&2. 3, 883, 108 1, 451, 600 
Virgini 14 135, 304 if 141, 450 135, 300 
Wisconsin 353 794, 250 6 13, 500 535 RIS 258. 422 


lotal 100,314) 410, 680, 072 21, 883 38, 210, 922, 234, 057,691! 176, 309, 121 $13, 260 
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'CC-owned structures—C ontinued 


JANUARY 1951 
erected Unerected 
— nici Pctnicbe Grain — ; 
stored in | Capecit 
Capacity Num- Capac- structures 
F OT ity 


Alabama 

California 300 : 

Colorado 1, 025 4, 250, 640, 488 

Delaware 10) 

Tilinois | 30,030 765, 257 000) 66, 797. 031 

Indiana 7,218] 26, 620, 975 000 3, 090, 203 

Iowa 37, 533 769, 5, , 187} 123, 913, 708 

Kansas j 4,407 7, 879, 526 206 i79, 534 8, 288, 224 4 
Kentucky 740 2, 869, 2, 869, 980 
Minnesota 8, 254! 41,482, 25 , 137,340; 22, 228 940 ( 3, O80 
Missouri 3,202; 13, 926, 190, 024 3, 736, 060 
Montana 230 7, 5 389, 653 357, 847 
Nebraska 10,000, 79, 863, 3! , 137, 500 , 166,000) 38, 697, 000 
New Jersey 5 5 , 750 
New Mexico 195 1, 308, 205 Le , 205 
North Carolina 100 320, 225, 750 
North Dakota 2, 409 7, 829, 25) 7, 201, 078 
Ohio 5, 348, 265 6, 600 5, 9, , 458 
Pennsylvania 162 73, 2 270, 800 23, 100 
South Carolina 25 i. 32, 374, 000 
South Dakota , Of 795, 662,400 26, 3, 924, 805 
‘Tennessee 76, 3, 000 
Texas { 5, 331, 3, 250 

Virginia 276, 7 . 
Wisconsin 36 25, 7 31, 400 383, 207, 000 


Total. 563) 532, 742,75 2, 420 10,043,011) & ; 208, 593, 046 


Mr. Wuirren. Was there any place where the total number of 
bins in any State was determined entirely by the county and _ the 
State committee without reference to approval from Washington 
based on the crop outlook and things of that sort? 

Mr. Kruse. No. I would like to give a complete answer on that 

Mr. Warren. Yes. 

Mr. Kruse. In each case where bins were placed in a State under 
the corn program, we asked the State and the county committees to 
make a survey of the needs, to make that survey with the othe: 
agencies in the State and with the elevator operators, and then report 
tous. I think that almost without exception we can show that those 
needs were adjusted from time to time as they reported to us that the 
picture had changed within the States. 

The final amount that was sent into each State was determined 
Washington because the authority for the purchase of these bins was 
granted to the manager of the Corporation by the Board of Directors 
But that was done upon the advice of the State representatives as to 
what the need in the States was. 

Now, there are a few minor exceptions. In the eastern part of tl 
United States where farmers had relatively little experience with farm 
storage of grain and climatic conditions were bad, a small number of 
bins were placed in a number of States for use as demonstrations 0! 
the proper handling and storage of grain. 

Mr. Wuirren. In the absence of this bin program, would thi 
benefits of the law, so far as support prices were concerned, have been 
available to the farmers? 

Mr. Kruse. Yes, they were available to the farmers. 











Mr. Warrren. I mean, could you have put your corn under loan 
unless you had some place to put it? 

Mr. Kruse. No. 

Mr. Warren. Now then, for the benefits of the farm program to 
be made available to these farmers, this was the only means at that 
time that vou had to take the overage from the amounts that the 
private warehouses were willing to take; is that correct? 

Mr. Kruse. That is correct. The farmers had to find suitable 
storage for the new 1949 crop that was coming on. They had to 
store it and put it in a proper position in order to be eligible fér loans 
so that they could practice orderly marketing. We followed the policy 
of utilizing the trade to the greatest extent practicable. 

Mr. Wurrren. Now, what was the outcome finally of this amount 
of corn in view of the outbreak in Korea and what has ensued since 
then? How did you finally come out on the corn program, [ mean in 
dollars and cents? 

Mr. Kruse. | think we finally wound up taking 400-odd million 
bushels of corn. Some of this corn the trade carried. Part of that 
is still carried as a reserve. But last vear, 1950, and again in 1951, 
when there was wet corn and the need for livestock feeding was great, 
and when it did not appear that the new crop would sufficiently take 
care of maintaining our livestock production, the farmers and the 
millers began to draw upon the ever-normal grainery out of these bins. 
That liquidation is under very careful scrutiny and is going on now. 

Mr. Wurrren. Is it true that the law requires that in the liquidation 
of those loans the storage charges and interest and things of that sort 
are covered? 

Mr. Krussr. The law says that we shall not sell unless it is in 
danger of going out of condition these price support grains for Jess 
than 105 percent of the current support-price program plus reasonable 
carrying charges. 

Mr. Wuirren. Now, is the reserve in corn and other feed grains 
getting dangerously low or is it lower than you would like to have it? 
How is the Government coming out with its program of saving this 
grain? Has it proven to be a boon? 

Mr. Kruse. Well, 1 think it has been one of the ereatest assets 
that this country has in our present circumstances, and we have 
drawn quite heavily from it in caring for the international needs for 
food and in helping to accomplish what our Nation as a whole is trying 
to accomplish. We have drawn a lot of the reserve from these bins. 

Mr. Wuirren. I would like the record to show what the reserve in 
the way of corn and other grains is, as well as other commodities, and 
how it has stood for the last several years since the 1946 and 1947 
period. 

(The information requested is as follows:) 

The carry-over of corn as of October | in each of the last 4 years has been as 
follows: 

Bushels 
1948 a 125, 386, 000 
1949 P : 825, 306, 000 
1950 ’ : 860, 470, 000 
1951 ay ‘rte she _._. 744, 135, 000 
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Grain carry-over, in bushels ! 


[000 omitted] 


. ees 
Feed grains | 


9 


Food grains? 


199, 344 367, 818 
316, 257 

436, 298 J 

401, 200 , 164, 070 


STOCKS OF GRAIN AS OF JAN. 1 


1948 816, 046 2 560, 171 
1949 874, 250 3, 900, 501 
1950 926, 391 4, 007, 679 
1951 1, 020, 117 4, 008, 932 
1952 872, 163 3, 645, 521 


! Crop year ending July 1 for all grains except corn and grain sorghums which is Oct. 1. 
2 Rice not included. 


Mr. ANDERSEN. How much corn is now owned by Commodity 
Credit? 

Mr. Kruse. I don’t know whether I have the last figures with me 
here, the latest inventory. 

Mr. ANppRSEN. Can you furnish later the figure for the record? 

Mr. Krust. Commodity Credit Corporation’s corn inventory is 
about 380,000,000 bushels. 

Mr. ANprerRSEN. Is there any chance that that will be used up before 
the next crop year? 

Mr. Kruse. I would put it this way: If we had not worked with 
our State and county committees in seeing the at, in our wet-corn area, 
we get the maximum usage out of this vear’s crop, which will not keep 
when warm weather begins, a good deal of the corn that we now have 
would already have been liquidated. But we have placed the liqui- 
dation and the sale of this corn on an emergency basis so that a buyer 
must certify that no other corn is available before we sell to him. 

Mr. Wuirren. And you are trying to keep it as a reserve? 

Mr. Kruse. That is right, feeling that if we do not get full utiliza- 
tion out of this present wet corn, with the relatively short corn ¢1 
that we have this vear, with the livestock that we have, we could we 
find ourselves in a position where, to meet our normal feeding demands 
and our other national demands, we would not have sufficient supplies 
But I feel confident that we will have and do have reserves with which 
we can, by judicious management, meet this situation. 

Mr. AnpERsEN. What is vour answer, Mr. Kruse, to the allegat 
or the finding rather of the investigators on page 2 of the report “a 
the investigators make this finding: 

The requirement for grain bin-storage facilities in 1948-49 was not prope 
evalued by departmental officials and resulted in an overprocurement of stor: 


bins of approximately 42 percent. 


How did they arrive at such a conclusion? Have you any explana- 
tion of that? 

Mr. Kruse. Well, I don’t know how they arrived at the percentage 
Congressman; but I think | would have to say that hindsight ts bett 
than foresight. I can give you the basis for our purchases. In 1! 
interim betaveen the purchases of bins and the date of the act 
delivery of corn there was an additional flow of grain into commercial 
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facilities. The trade was able to exceed the amount that they had 
given us as a Maximum that they were able to store in commercial 
facilities, and our policy was to put it into commercial facilities. 

Mr. Wuirren. Now, the maximum was 360,000,000 bushels of 
storage through this program? 

Mr. Kruse. The maximum amount that we have now, I think, is 
544,000,000 bushels of storage capacity because, subsequent to the 
1949 program, there were two programs, one in the spring of 1950 at 
the take over of oats, barley, and wheat, and a later one in the fall of 
1951 on the take over of corn. 

Mr. Wuirren. And these bins, while you have not always been 
able to utilize them in one place, have been used in a different locality 
if a new need developed? 

Mr. Kruse. That is right. 

Mr. Wuirren. What inspection of the bins do you make and what 
about the maintenance and care of them after they are built? How 
is that handled? Whose responsibility is that? 

Mr. Kruse. There is a rigid set of instructions issued from Wash- 
ington, from the Grain Branch, and from the Warehousing Branch, 
with my approval, that has gone to the States, and from the States 
to the county committees covering the maintenance of the bin and 
the bin sites, plus regular inspection and inventory checks to see to it 
that the grain is actually there. That responsibility is on the State 
and county level. 

Mr. Wuirren. Now, who has the title to these bins? 

Mr. Kruse. The Commodity Credit Corporation. 

Mr. Warrren. And do you have title to the ground on which they 
are built or are they portable so that they do not attach to the real 
estate? 

Mr. Kruse. They are all portable or semiportable, and they were 
all erected, I believe, on leased ground, Some of the leases are of 
2 or 3 years’ duration. The majority of them are of 5 vears’ duration, 
with a clause that we got whenever possible providing that we could 
have a renewal of the lease arrangement at the end of the 5-vear 
period. 

Mr. ANDERSEN. I believe, Mr. Kruse, you would want to qualify 
your answer by bringing out that in quite a few places concrete floors 
were put down for semipermanent installations. 

Mr. Kruse. That is right, and that would be a part that would not 
be movable 

Secretary BRANNAN. The contract provides that we can remove all 
of the movable parts of the facilities in the event the lease expires. 

Mr. Kruse. Also almost all of our leases carry an option for 
renewal or purchase. We try to get that option of purchase especially 
on those where we had any concrete work that had been put into 
semipermanent structures. 

Mr. ANDERSEN. Do you gentlemen have the correct figures on the 
North Dakota situation? 

Mr. Gretsster. Yes; I believe I have some information on that. 

Mr. ANpEersEN. I think the other day, Mr. Geissler, it was stated 
that there was bin construction to the extent of approximately 10,000,- 
000 bushels completed, whereas less than 2,000,000 bushels at any 
time has been utilized. Is that correct? 








Mr. Grisster. Here are the actual figures on that. The total 
bin capacity in the State is 3,085 bins in North Dakota, with a tota| 
capacity of 10,226,000-and-some-odd bushels. The maximum amount 
of corn that was ever stored in these bin sites was 1,600,000 bushels 
in addition to some wheat and barley. We don’t have the exa, 
figures on that, but it is not indicated to be any great amount. Th 
would probably run the total storage utilization up to about 2,000,000 
bushels of the 10,000,000. That is in Government-owned bins. 

Secretary Brannan. And Government-owned grain. 

Mr. GrissLterR. Government-owned grain, too. In addition to that 
640 or about a little better than one-fifth of the bins have been leas: 
to producers, for which they pay us a rental. They store their ow 
grain in there, and presumably they are occupied. That grain is 
usually under loan to the Commodity Credit Corporation. 

Mr. ANDERSEN. Now, would you say that there was a bad estimat: 
on the part of the regional officials in that area? 

Mr. Grtsster. No; | do not. The explanation of it is this: Thy 
storage situation, as I indicated the other dav, had been eritical a) 
tight. It had really been a problem there during the last part of the 
last war and for some considerable time after that. In facet, farmers 
and elevator operators were unable most of the time to get their gra 
out of there in time to take on the new crop. 

These bins were put in there to some extent in 1949, I believe, Elmer, 
and the rest of them in 1950. 

Mr. Krusr. That is right. 

Mr. Gretssuer. The bulk of them were built in 1950. The 1950 
crop in North Dakota was harvested under very unfavorable condi- 
tions, and as a result had a very high moisture content. The estimat: 
was made at the time these bins were in there, which was pre-Korea, 
when prices were at a considerably lower level, that probably as muc! 
as 44,000,000 bushels of grain would go under loan, which I think is a 
reasonable estimate when you consider that the State produces about 
150,000,000 bushels of grain, wheat, barley, oats, and grain eligibli 
for loan. It was also estimated that probably, under the conditions 
existing at that time, which was a year to 6 months pre-Korea, that 
the Government could well expect to take over as much as 20,000,000 
bushels of that grain. 

Now, that was in line with the previous history of loan volume in 
that State. It was in line with the previous history of take-ov: 
under the kind of conditions which existed at the time these estimates 
were made and these bins were contracted for. 

As I say, in the fall of 1950 harvest conditions were very bad 
Following Korea grain stocks commenced to move faster in ever) 
direction; and probably more as a result of conditions of the crop 
than anything else the farmers sold and moved as much of that crop 
as they possibly could because it was not in ideal condition to store. 

Mr. Anprersen. Naturally, if that grain was in poor condition | 
could not be accepted for storage. 

Mr. GetssLer. Quite a bit of it went under loan, not the 44,000,000) 
bushels but probably 25,000,000 or 30,000,000 bushels. But betwee: 
the time that that grain went under loan and the time the loan ma- 
tured in the spring of 1951, market prices went up so that ever) 
farmer up there could move his grain out at a profit rather than turn 
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it over to the Commodity Credit Corporation. I remember that I 
sold my own grain that was under loan at a price probably twenty- 
odd cents above the loan rate. 

Mr. ANDERSEN. I can well recall that there was no corn in my area 
in southwestern Minnesota eligible for loan in either 1950 or 1951. 

Mr. GetssterR. That applied also up there to a large amount of 
wheat, barley, and other small grains. 

Mr. ANDERSEN. Well, then, that may be the explanation for the 
fact that storage facilities have not been used to date to capacity, 
through that area at least. 

Mr. Getsster. That is right. That is absolutely correct. Had 
the conditions prevailed that existed at the time the estimates were 
made, based upon previous experience, certainly these bins would 
have been utilized. They would have been used had they been there 
in 1948. 

Mr. ANDERSEN. Now, let’s turn, Mr. Geissler, to the Southwest. 

Mr. Kruse. One minute, if vou do not mind, Mr. Congressman. 
| think there is one pertinent fact. The release that I read to you 
covered not only the beginning of the bin program but also the farm- 
storage program along with it. Under that program which helped 
alleviate the storage situation to some extent, at least, when the 
farmers did some resealing and held their own grain, the farmers 
themselves constructed 6,182,486 bushels of farm storage under our 
program. 

Mr. Wuarrren. For the benefit of the record, what is the basis on 
which they built that, | mean the repayment provisions? 

Mr. Krust. That was on the basis of the 85 percent loan with a 
5-vear period for repayment. 

Mr. Wurrren. What isthe status of repayment? What percentage 
of it is in arrears? How much of it repaid? 

Mr. Kruse. I do not have that information with me. 

Mr. Wuirren. Will vou supply that for the record? 
Mr. Kruse. Yes, sir. 


mn ie ra ; ee Sst wee, 
The information requested is as follows:) 


Commopiry CrepIT Corporation Farm Srorace Factriry Loan PrRoGRAM 
DeLINQUENT PRINCIPAL PAYMENTS 

Loans made for purchase or construction of farm-storage facilities under the 
CCC’s farm storage facility loan program totaled $31 million for 109 millior 
bushels of capacity through December 31, 1951. About 73 percent of the total 
dollar amounts loaned were direct loans and 27 percent were indirect loans. The 
outstanding balances on these loans amounted to $25 million at December 31, 
of which 75 percent were direct loans and 25 percent indirect loans. 

The first installment payments of principal under this program were due 


Januarv 31, 1951. At June 30, 1951, the delinquent principal payments were 
reported to total $683,041. At September 30, 1951, these delinquencies had been 
reduced to $443,202 and at December 31, 1951, they were reduced further to a 


total of $323,421. 

The delinquent principal of $323,421 at December 31, 1951, represented roughly 
11 percent of the installment payments which were due on January 31, 1951. Of 
the total delinquencies at December 31, 1951, 49 percent were on ditect loans and 
51 percent were on indirect loans. Related to outstanding loans, the delinquencies 
were equal to 1 percent of direct loans outstanding and 3 percent of indirect loans 
outstanding. 

There follows a table showing in detail the status of the loan program as of 
December 31, 1951: 


93987T—52 18 








Farm storage facility loan program: Amount of loans outstanding and deling 
principal payments and total amount and capacity of loans made at Dec. 31, 1951 


{In thousands of dollars] 


| 
| 


Commodity office | Loans out- Delinquent Commodity office Loans out- Deling 
and type ofloan | standing principal and type of loan standing princi; 


Atlanta VB ee Held by CCC 
Chicago-.- vi wt) Held by lending 
Dallas 3, 32 55 igencies 

Kansas City b 

Minneapolis 4 ) Total 

New York 

Portland 

San Francisco 


Total. 


10odity office . 
ene Capacity 
(thousands 


of bushels 


1, 796 

11, 369 
28, 244 
2,915 

2), 193 
S4 

4, O64 


6, O95 


108, 660 


Secretary Brannan. Mr. Chairman, I would like to add two sen- 


tences. On the matter of the quantity of storage capacity that has 
actually been used to date, I will simply say that notwithstanding th: 
condition of the grain and the total volume of the crop, had it not been 
for Korea we still would have been using the bulk of that grain storag 
capacity, and probably would have been having requests from th 
State committees to build some more. 

Mr. Warrren. On the other hand, now with Korea, I think that 
all fairness we should assert that except for that grain and all of t! 
commodities that were stored we would have run into shortac: 
would we not? 

Secretary BRANNAN. That was going to be my second senten 
If we were called upon to build that storage today, we could not bui 
it; and if we could build it, it would cost us much more now than the: 

Mr. Wuirren. The point I meant to make was that the supply 
erains, cotton, and various other commodities that we had on ham 
has been a life-saver in view of the fact that Korea has happened. 

Secretary BRANNAN. Certainly. 

Mr. Anpersen. May | follow up my question, Mr. Chairman, as 
to the Southwest? 

Mr. Wurrren. Excuse me, Mr. Andersen. 

Mr. AnprerseN. Mr. Kruse, it is further stated in the investigators’ 
report at page 10 that 


11 


in some areas, such as the southeastern part of Kansas and the Panhandl 
Texas, there are counties where large numbers of bins were erected in 1949 


which not one ounce of grain has been stored to date. 














273 


Can you give us an explanation for that? 

Mr. Kruse. I am not sure that there were any of them built there 
in 1949. I think that in 1950 there were. 

Mr. ANDERSEN. It states that they were erected in 1949 in those 
two areas. 

Mr. Kruse. I would want to check that, but I can give you the 
reason back of the siguation. 

Mr. ANDERSEN. I wish you would put an explanation following my 
question into the record so that we have the answer to it. 

Mr. Kruse. Yes, sir. 

(The information requested is as follows: ) 


NEED FOR STORAGE STRUCTURES IN WeEsT KANSAS AND TEXAS AREA 


Production increased during 1948 through 1950 and the corresponding de- 
creased demand during this period caused an increase in the crops placed under 
joan and an increase in take-over of such crops at loan maturity. This condition 
caused generally @ surplus of crops and affected the entire economy of the country, 
creating critical shortages of storage space for safe storage of these crops. Iimer- 
gency measures were necessary to protect the interest of the Government; there- 
fore, CCC instituted a program to purchase the necessary additional storage 
facilities. Purchases were made during 1949 and 1950. 

There is attached a schedule showing production, exports, deliveries to CCC, 
and carry-over of grain sorghums. 

(An analysis of the attached schedule reveals that additional storage facilities 
were @ necessity during this period in order to house crops at harvest or take-over 
of crops at loan maturity by CCC to protect the interest of the Government. 
The acquisition of additional storage facilities was necessary (1) due to increase 
in production, (2) increase in amount of crops placed under loan, (3) increase in 
amount of crops taken over by CCC at loan maturity, (4) decrease in demand and 
export programs. 

Therefore, during the latter part of 1949 and early 1950 the various States were 
contacted for information as to the minimum amount of storage space that was 
necessary to house grain in their States. In making these estimates, the States 
considered all available existing storage facilities and these estimates were revised 
up until the time of actual purchase of structures by CCC 

The following communications were made with the States of Kansas and Texas 
prior to purchase s of structures Ds COC AD February 1950 


KANSAS 


February 27, 1950: Wire from Director, Transportation and Warehousing 
Branch, Washineton, to PMA commodity offices requesting confirmation of total 
number of bushels of additional space required by States for Angoumois moth corn 
area, and for grain sorghums 

February 28, 1950: Reply received by Assistant Administrator for Production 
from Kansas State committee requesting approximately 1,500,000 to 2,000,000 
for Angoumois moth corn area, This figure revised subsequently to include 
£509,000 bushels of space for grain sorghums. 

March 8, 1950: Wire from Assistant Administrator for Production to 
fowa, Wisconsin, Michigan, Indiana, Illinois, Kansas, and Missouri, requesting 
estimates of space required for take-over by CCC of small grains, including soy- 


States of 


Deans. 

March 14, 1950: Reply received from Kansas addressed to Director, Transporta- 
tion and Warehousing Branch, that 6,500,000 bushels of space would be required 
for small grains. 

A review of the data in Washington disclosed no basis for reducing the estimates 
and it was determined that a total of 13,000,000 bushels of additional space was 
required by the State of Kansas. 

From purchases made under this procurement program (announcement TW—4 
the State of Kansas was allocated storage structures with a total capacity of 
12,854,500 bushels. 
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TEXAS 


February 27, 1950: Wire from Director, Transportation and Warehou 
Branch, to PMA commodity offices, requested confirmation of additional sp 
required for States in Augoumois moth corn area and for grain sorghums, __ 

February 28, 1950: Wire reply received from Texas State committee 
5,395,000 bushels of space would be required for take-over of farm-stored 
sorghums. 

A review of this information in Washington disclosed to basis for reducing | 
estimates and it was determined that a total of 5,395,000 bushels of space wo 
be required for the State of Texas. 

From purchases made under this procurement program (announcement TW 
the State of Texas was allocated storage structures with a total capacity 
5,335,250 bushels. 

Beginning shortly before the Korean situation in June 1950, due to fore 
assistance programs, the storage picture began changing rapidly. The dem: 
and movement of commodities was further accelerated upon the outbreak 
hostilities in Korea, The results of this change began affecting the over 
storage situation during the latter part of 1950. Grain began moving in volu 
from country warehouses to terminal facilities and subsequently to outlets. T! 
relieved critical storage situations in some producing areas after additional stora 
facilities had been purchased and in many cases erected in the producing ar 
This, together with the effect of drought conditions and of crop failures in sor 
parts of the States of Kansas and Texas, resulted in many of the bins purcha 
for these States remaining empty. 

It is emphasized that at the time of purchase of these storage structures su 
conditions as developed could not have been foreseen; therefore, CCC had 
choice other than acquire the bins under these circumstances. 


Grain sorghums 


[1,000 bushels] 


Production rotal Carry-over 


26, 576 (131, 596 4, 65 38 O71 34. 479 


26, 404 (152, 630 78, 13 82. 169 28, 108 


44,689 (233, 27 


ize Go beadjusted). Export demand did no irt to increase until just prior to K 
his accelerated demand was th ( 
t by Korean situation 


gn assistance programs and iner« 


Mr. Getsster. In support of the chairman’s statement a while a: 
that in view of Korea these reserves of commodities have proven to | 
a blessing, the Commodity Credit Corporation’s stocks have con 
down from a value at the time of Korea of $4 billion to where I belies 
our present inventory is just over $1 billion. 

Mr. Wurrren. I would like you to show in the record the record 0 
the major commodities with resect to their up-and-down movement: 

Secretary BRANNAN. We are preparing that. 

Mr. Warrren. Will you point out information in connection wit! 
the Second World War, and with regard to Korea, and things of tha 
sort? We will be glad to have that in the record and will not limit 
necessarily just to grain. 

(The information referred to follows:) 








* SULU.LOUL MOLLOULOY [TUN SSVVII [JIA OM yUulyy | ‘suorjsonb LOU ANY JIB IIIT] Sso[U “NOL 
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WEDNESDAY, JANUARY 23, 1952. 


Mr. Wurrren. The committee will come to order. 

I understood Mr. Kruse to say in regard to the bin program that t! 
Department screened the requests from the State committees fron 
approximately 500-odd million bushels of storage down to 360 million 
bushels. 

It later developed that you had since built the remainder, so I am 
wondering whether there really was any screening below the requi 
from the field, or whether you screened the requests to start with an 
then gave them the balance later. 

Mr. Kruse. No, we actually screened them and screened them very 
thoroughly. 

Mr. Wuirren. I will ask it this way: After you screened the re- 
quests, did you go ahead and give them all they requested? 

Mr. Kruse. All that they requested? No. 

Mr. Wurrren. What is the difference in the total amount that was 
requested in the field and the amount that vou finally approved? 

Mr. Kruse. | do not have that whole tabulation with me. \W 
reduced the requests from approximately 470 million bushels capaci 
down to 360 million. 

Secretary BRANNAN. It is a matter of timing. 

Mr. Krusr. That is right. 

Mr. Wurrren. Later it was 544 million bushels. 

Mr. Kruse. There is a lot of timing involved in that, Mr. Chair- 
man, insofar as some of these needs were reduced for the various 
reasons I tried to explain to you vesterday 

Mr. Warrren. [think vou made a very good showing on the chan 
in the situation which caused much of this storage to be unused du 
to the advent of Korea and the increase in the market. This meant 
that the erain flowed in regular commercial channels. 

I think the committee can readily understand that. 

But | do want for the purpose of the record and for the informatio: 
of the committee to know whether vou really scaled the requests dow! 
The testimony was that they asked for some 500-odd million bushels o! 
storage and that vou sealed those down to 360 million bushels. Th: 


you testified that later you built the 544 million bushel capacity 

[am asking you whether vou scaled the requests down tostart 
and, if not, how much of that you did turn down? I am talkin 
about it for the total number of vears. 

Mi IC RUSE. 1 was just FON?’ to point out that this Was spit 
over a 2-vear period. 

Mr. Wuirren. My question means to spread it over all the vear 

Mr. Kruse. In the spring of 1950, when the wheat harvest st 
looked good in the Southwest and the granaries were full of corn at 
wheat, and we had a heavy potential take-over of wheat, we ma 
another survey with the commercial grain storage men, with 
country elevator men, and we went through the same procedure o! 
seeing how much the local elevators could accept; and we again 
these estimates from the field as to how much wheat, oats, and barl 
we would have to take over in the spring of 1950. 

We found another bin-erection program was necessary, and we we! 
through exactly the same procedure, Mr. Chairman, we went throug! 
in the fall of 1949. 








After the orders for the bins had been placed and had been allocated 
to States—and I think the Congressional Record will bear this out 
vividly—the green bugs and the dry weather, a combination of the 
two, got into the Southwest, and the wheat crop deteriorated to the 
point where it was less than 50 percent of what had been expected for 
that area. 

That resulted in two things: The farmers kept a goodly portion of 
their wheat back so that they would be sure to have good seed for the 
coming fall, and with the deterioration of the new crop, the price of 
wheat rose to the extent that the vast majority of the farmers, especi- 
ally in that Southwest area, where it had appeared that we would 
have a heavy take-over of wheat, liquidated their wheat loans. 

think vour State committees will verify that, while those bins were 
not used, they have served a very healthy purpose in that area, bec arr 
the farmers have been able, because of the very presence of the bin 
storage out there, to secure much more space for their crops at harvest 
tine, mer they could heretofore. 

Now, there is another part of this bin program which occurred in the 
fall of 1950 when we were again in a position to have a take-over 
of corn. We went through exactly the same procedures that I de- 
scribed yesterday. Again we scrutinized the data very carefully and 
reduced State estimates to what we thought was an absolute minimum, 

The bins were ordered and erected. The delivery of some of these 
bins was not as early as it might have been due to difficulty in securing 
some of the materials. 

About that time we got the first intimation that a heavy increase in 
our livestock program was to take place. There was a little stronger 
market and a liquidation of a large number of loans, and the full bin 
‘apacity was not utilized. 

\ir. Wrivren. Mr. Kruse, I think you have answered my question 
in about as roundabout a v wV as possible. You are on the defensive 
so much that IT take it you did build all of the bins that the folks in 

; field asked for. 


Now, you have made a very good presentation of why so many of 


them are Cnipty, but the question is whether vou built the bins that 
were request d from the State committees or cut the requests down 
ind, if vou dl d eut then down, how much? That was the original 
estion 
Mr. Kruse. [ will get those figures for you and put them in the 
record Ve absolutely scaled their estimates down. 
Secretary BRANNAN. Mr. Chairman, Mr. Kruse made the point 
hat they were scaled down to begin pin that is, the first requests, 
But when the next situation presented itself the requests were not 


from the same comm unities or for the same amount of storage. 


As a matter of fact, when the figures are shown, it will be very clear 


that the new storage was built in small grain areas, such as North 


Dakota, whereas the original requests were from the Corn Belt. 

Mir. Wuirrren. All Ll asked for was the figures 

Mr. Kruse. Yes, and we will put what information we have in the 
cord. 


The information referred to is as follows: 
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Unirep Srares DEPARTMENT OF AGRICULTURE, PRODUCTION AND MARKETID 
ADMINISTRATION 


WASHINGTON, March 3, 


SURVEYS GRAIN STORAGE Sri?ruaTION: Witt Buy Some AppITIONAL Bins 


The Commodity Credit Corporation of the United States Department 
Agriculture today announced the preliminary results of its current survey 
grain storage availability. Officials of the Corporation also said that they 
preparing to award contracts for about 90,000,000 bushels capacity of emerg: 
bin-type storage facilities. The survey shows that these bins will be needed 
handle special storage problems in April, and to provide supplemental space { 
other crops later in the season. 

Storage industry committees and Production and Marketing Administra 
State representatives met with the directors of eight PMA area commodity ¢ 
on February 17 to assess the storage situation on a regional basis. \t 
conferences, the industrv committees reported the totel ¢ 
commercial warehousemen were ‘‘positive’’ they cou ‘a { make available 
to handle the 1949-crop rs end purchese agreement grain which will be tur 
over to CCC at the end of the price-support vear. The industry groups : 
reported the additional space which werehousemen believed they would be e 
to make available under certain conditions. 

Preliminary reports from ~ eight areas show that the commercial trade 
prepared to make available to CC C a total of 162,000,000 bushels of additional 
storage capacity on the “positive” basis to help handle the spring take-over 
Additional space listed on the tentative basis might bring the over-all maxim 
to ahout 294,000,000 bushels. The additional —, would be dependent upon a 
number of fae tors and developments which cannot be determined at this time, 
and reports of the space therefore cannot be regercded as ‘‘firm.”’ 

The nations I aituation against which the grain storege problem must be ap- 
preised is as follows: It wes estimated on February 15 that about 540,000,000 
bushels of 1949-crop wheat and other small greins (other than corn) had bee: 
placed under price-support loan or purchase-agreement programs. Reports fron 
the eight area conferences indicate that about 450,000,000 bushels of this tot: 

lil el\ to be turned over to CCC. Some 145.000.0900 bushels of this is now 
farm storege (including the purchase agreement grain), and about 305,000,000 


rein storage space 


is in warehouse storage. 

The problem facing CCC is the handling of this estimated 450,000,000 bushe 
when the Corporation takes title to it—genreraliv during the month of Ma 
Most of the total which is on ferms will be delivesed | eh, Ob OF A substantial | 
undetermined amount of the loan grain which is in country warehouses will a 
have to he moved to terminal or subterminal storage when the Corporation tak: 
over. The local warebouses will went to clear the way to receive new crop er 

To help meet the spring storage needs, CCC itself still has about 40,000,000 
a of unused cepacitv from the bin-tvpe facilities it “chased last vé 
Tt e trade has now made positive offers of 162,000,000 bushels of capacity. The 

‘maximum” or tentative space rerorted bv the trade. while not firm, has never- 
theless also been given full conside-ation by Corporation officials as an indicat 


} 


of possibilities. In addition, sllowance has been made for anticipated movement 
of grain out of storage areas for domestic or export use. 
National and regional surveys of the storage situation, even when these all 
ances are made, show that there will not be enough commercial storage avail 
to handle the needs this spring. The current purchase of around 90 000,000 
bushels of bin-tvpe emergeney facilities is the estimate of the minimum whi 
needed at this time. Whether or not additional purchases will be needed 
in the vear will depend upon the developing situation, and the extent to wl 
firm offers of commercial space can be counted on to handle the storage pro} 
The most. immediate problem in the over-all storage situation has to do \ 
stocks which have to be handled in April. About 75,000,000 bushels 
sorghums, principally in the Southwest, are under loan programs which 
March 31—a month earlier than the end of the program vear for wheat and ot 
small grains. In addition, about 35,000,000 bus a of corn which is subject 
Angoumois moth infestation must be taken over by CCC after March 31. 
op » ti ake -over of wheat and other small grains will be in May, following t 
1d e program vear for these on April 30. Part of the 90 million bushel: 
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space now being bought will be available to meet emergency situations for these 
crops in areas of storage shortages. 

Che area survey conferences which were held on February 17 showed that the 
storage problem varied considerably from region to region. The more serious 
torage problems will be concentrated largely in the areas around the Kansas 
City and Dallas area offices. The following is a brief survey of the situation as 
reported by each of the eight area conferences: 

Portland (Oregon, Washington, Idaho): Expeet CCC will take over about 
43,000,000 bushels. The trade has listed ‘positive’ availability of about 
26,000,000 bushels. 

San Francisco (California, Arizona, Nevada and Utah): Expect CCC to take 
over about 17,000,000 bushels. The trade has listed ‘positive’ availability of 
about 8,500,000 bushels. 

New York (New England States, New York, Delaware, Maryland, New Jersey, 
Pennsylvania and West Virginia): Expect CCC to take over about 4,000,000 
bushels. The trade has listed “positive” availability of about 17,000,000 bushels. 

Atlanta (Alabama, Florida, Georgia, Kentucky, Mississippi, North Carolina, 
South Carolina, Tennessee and Virginia): Expect CCC to take over about 
3,000,000 bushels. The trade has listed “positive” availability of about 600,000 
bushels. 

Minneapolis (Minnesota, Montana, North Dakota, South Dakota, and Wis- 
consin): Expeet CCC to take over about 56,000,000 bushels. Trade has reported 
“positive” availability of about 32,000,000 bushels of space. 

Chicago (Illinois, Indiana, Iowa, Michigan, and Ohio): Expect CCC to take 
over about 41,000,000 bushels. Trade reported “positive” availability of about 
18,500,000 bushels. Trouble expected in handling Angoumois moth corn in 
this area. 

Kansas Citv (Kansas, Colorado, Missouri, Nebraska, and Wyoming): Expect 
CCC to take over about 140,000,000 bushels. Trade has reported ‘‘positive”’ 
availability of about 29,500,000 bushels. Extent of over-all storage problem 
will depend partly upon how much grain will move out of area. There are about 
22,000,000 bushels of grain sorghums in this area. 

Dallas (Texas, Arkansas, Louisiana, New Mexico, and Oklahoma): Expect 
CCC to take over about 146,000,000 bushels. ‘Positive’? availability put at 
about 36,000,000 bushels (estimated on incomplete reports from the trade 
February 17 conference agreed emergency storage program would be needed. 
Special emphasis on grain sorghum problem. Now about 53,000,000 bushels of 
grain sorghums under loan and purchase agreement programs in the area, and it 
s estimated that practically all will be turned over to CCC. 


1948 crop grain under price support 


[In thousands of bushels] 


Nevada 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
3A South Carolina 
tucky 5 , 65 South Dakota 
yland 7665 767 || Tennessee 
ichusetts 166 tf) Pexa 
higan 2, 223 2, 34 Utah 
linnesot 51. 153 0, 77 1, 31 Virginia 


ppl Ss! 


Wisconsin 
W yoming 
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1949 crop grain under price support 


{In thousands of bushels] 


Total 
corn 
and 

wheat 


Total 
corn 
and 

wheat 


Total Total 
other all 
grain grain 


Total 
other 
grain 


Alabama 110 3 | Nebraska 79, 679 | 
Arizona | 121 : = Nevada | 59 | 
Arkansas 8 i New Jersey 366 | 
California . 23 27, 29. New Mexico 

Colorado | 24,397 35, 215 || New York 

Delaware i 56 uy North Carolina 

Florida North Dakota 

Georgia | AS] Ohio 

Idaho | 5, , ARS : Oklahoma 

Illinois S8, 9,529 | ¢ 5 Oregon 

Indiana __- 22, 107 25 23.7 Pennsylvania 

Iowa A & 135, 796 South Carolina 

Kansas &5, 21, 7, South Dakota 

Kentucky i 3, 3, 39° Tennessee 

Louisiana | ‘ : Texas 

Maine 333 Utah 

Maryland... 2 | 2, 62: Virginia 

Michigan i 5, 5, 450 Washington 

Minnesota 52, 22% 5, West Virginia 

Mississippi - - 2 : Wisconsin 

Missouri | : Wyoming 

Montana... } 





Secretary BRANNAN. Figures alone are not enough. Locations ar 
very important. 

Mr. Wuirren. Well, that is very important, but the figures them- 
selves will show that because if they had asked for 544 million in 
certain areas, and then another area asked for an extra 100 million 
the total request would be 644 million. 

So if we get the comparative figures, those will give the story. 

Secretary BRANNAN. But the implication that we scaled the r 
quests down and then gave in is not correct. 

Mr. Wurrren. There was no such implication. 

Secretary BRANNAN. We built the additional storage in new areas 

Mr. Wuarrren. That is right. The requests from the new area: 
added to the requests from the original areas will show how muc! 
reduction there was in the total requests from all the areas, and th 
total built in all areas. 

So I still think the total figures will show the comparison betwee! 
the total requests from all areas, and the total amount built in 
areas. 

How much cut there should be, I do not know. I am trying to 
reach the administrative handling of this matter as to whether thy 
was a proper screening at the top, and one indication at least as 
whether there was any screening would be a comparison between th 
total amount requested and the total amount built. 

Mr. Getsster. There is one other point that I think Mr. Kruse has 
stated and which I think is very important. That is that this secon 
program of bin construction was the result of a reexamination of tli 
whole situation at a later date when the total volume of grain to ¢ 
into storage was greater. 

Mr. Wuirren. That would be an indication that you were followin: 
this situation as it developed as against just building them all to start 
with. 

Mr. Kruse. We can give you very complete information on thai 
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Mr. Wuitren. That is all we are asking for on this committee. Of 
course, we will evaluate the facts as the record shows them. 

Mr. Horan. May I ask a question, Mr. Chairman? 

Mr. WuirtENn. Yes, sir. 

Mr. Horan. Was any survey made, Mr. Secretary, of the War 
Assets facilities as we began to abandon defense plants and warehouses 
following VJd-day? 

Secretary Brannan. | think Mr. Kruse can give you more details 
on that, but there was a survey, first of all, Mr. Horan, of the existing 
storage facilities, those in the hands of the private trade. They were 
specifically asked to give us a figure on how much grain they could 
handle. 

It was from that basic premise, that we started to reach out for 
additional storage. If the trade had said that they could take care 
of the whole crop and anything that was anticipated, we would never 
have built a grain bin. But they said, ‘‘We can take up to so many 
millions of bushels,” and it was apparent that there would be much 
more grain in our possession to be taken care of. 

Therefore, we started to acquire additional storage space. In the 
process, we explored everything. That is what led to the 48 Liberty 
ships in the Hudson River in which we put grain. 

We talked about storage places to everybody; but, of course, the 
War Assets Corporation had not been dormant until the day we 
needed grain storage because, under the statute, they were transfer- 
ring many war facilities to municipalities, to counties, to private 
individuals, and so forth. 

Thus when we came to require storage, the bulk of the 109 facilities 
was already out of Federal ownership, not just under lease, but owned 
by municipalities, semi-public and other kinds of public institutions, 
counties, and so forth. 

Mr. Wurrren. If you will permit me to interrupt, is it not a fact 
that in practically all cases strings were attached so that the facilities 
could be recalled by the original owning agency? 

Secretary Brannan. Only in case of national emergency. How- 
ever, they could not be recalled for us. An excess quantity of grain 
is not a national emergency in the sense of the statute. The statute 
meant a national emergency in terms of war. 

Mr. Warren. I would like the record to show at this point the 
appropriate provisions of the statute. 

(The material referred to is as follows:) 

During the period July 1948—June 1949 State or local governments were ac- 
corded second priority (after Government agencies) to @cquire surplus reel prop- 
erty under the Surplus Property Act of 1944 as amended (50 U.S. C. App., see. 
1611). In some cases the Government rete ined a right, in the event of a national 
emergency, to recapture possession of the property for the duration thereof. 
rhe provision contained in the deed or other transfer document read in part sub- 
stantially as follows: 

‘The party of the second part, by the acceptance of this deed, covenants and 
agrees, for itself, its successors and assigns that the United Stetes of America shall 
have the right during the existence of any national emergency declared by the 
President of the United Stetes or the Congress thereof, to the full unrestricted 
possession, control and use of the premises or any part thereof * *  *,” 

Camp Crowder is an example of this type of transfer. 

During this period the Army, Air Force, and Nevyv were authorized to lease 
property which had not been declared surplus under revocable permits or leases 
which were subiect to revocation simply by the giving of notice. The statutes 
10 U. S. C. 1270, 5 U. S. C. 6265-3, 34 U. S. C. 522a) provide that even if no 








284 


revocation clause is included in the lease, the lease shall be revocable duri: 
national emergency declared by the President. 

Mr. Wurrren. I would like to know the terms on which such prop- 
erties were let loose from the original governmental agency and | 
basis on which they could be returned. 

Secretary BRANNAN. That is covered by statutes or by regulati: 
which have appeared in the Federal Register. 

Mr. Horan. Might I follow that up further and have Mr. Kr 
tell us the mechanics of making this survey. I assume that that was 
in a period prior to the time of the understanding with Commodit 
Credit, was it not? 

Mr. Kruse. You are referring to surplus buildings? 

Mr. Horan. Yes. 

Mr. Kruse. My appointment as Assistant Administrator 
Commodity Operations dates from June of 1948, and T would not ha 
complete knowledge of any of the surveys that might have been ma 
prior to that time. 

Mr. Horan. Well, who in this room ean tell us the mechanies 
that survey of surplus buildings at the time when you anticipated th 
additional storage capacity was necessary? 

Mr. Kruse. I can do that because that happened in the sumn 
of 1949, 

Immediately when our needs became known and when we we: 
debating the advisability of the utilization of bins and various things 
we got in touch with the War Assets Administration and all of th 
other Government agencies that might be involved in these buildir 
and asked about the amounts, the location, and the size of thes 
buildines that might be available. We saw the list of buildings that 
they had and for what municipalities they had been let. In son 
cases thes had simply been leased out to private individuals. 

But we did get the complete list of that, and we scanned that | 
very carefully as to the location of the buildings and our freight trans 
privileges which are always involved when we go to shipping grain, 
from the standpoint of what utilization might be made of th: 
locations. 

That was done while I was in the office. 

Mr. Horan. Do you remember the total of the available space thus 
indicated to you by War Assets as available? 

Mr. Unperutin. [think that information came over piecemeal. 
other words, it was a question of acting as rapidly as possible. 
information had to come in from field offices of other agencies. 

As we would get the information, it would be sent over the telepho: 
and wire to our field offices. I do not remember any one total figu: 
that we had. We did eventually end up with 109 facilities be 
utilized for storage of Commodity Credit Corporation grain and ot! 
commodities. 

Now, 70 percent of these facilities had been disposed of by Wat 
Assets while the Commodity Credit Corporation’s charter still d 
not permit us to acquire or lease anv plant or facility, so that ther 
was never any possibility of our using that 70 percent for Commodi 
Credit Corporation operations; that is, 70 percent of the 109 form 
defense plants. 

Secretary Brannan. Mr. Chairman, I think it is very important 
that the committee remember the history that is involved her 
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Until June 1949, we were prohibited by law from doing any of these 
thing's. Therefore, up until that time the War Assets Corporation 
could not have done business with us because our statute prevented 
us from acting. We could not have stood on the doorstep at the end 
of the peace in Japan and have started reaching for these facilities 
because we were prohibited by our own statute from reaching for 
them. This provision of law continued in effect until sometime in 
June of 1949. 

Mir. SHULMAN, June 7, 1949. 

Mir. Watrren. We would like to have the appropriate section in- 
corporated into the record at this time, the date that it was modified, 
and the modification. 

Secretary BRANNAN. May we also show that of the facilities that 
we used, which were ones in the possession of the War Assets Cor- 
poration, Or any other agencies, had passed out of their control before 
June 7, 1949. 

| venture the thought right here and now that the bulk of them 
were out of their possession, were out of the possession of War Assets 
Corporation. 

The material referred to is as follows:) 


CHARTER PROVISIONS PERTINENT TO ACQUISITION OF STORAGE FACILITIES 


Section 4 (h) as originally enacted (June 29, 1948, P. L. 806, SOth Cong 
h) Mav contract for the use, i lance with the usual customs of trade 


mmmerce, OF plants a 


facilities for the physical handling, storage, process- 
rvicing, and transportatio f the agricultural eommodit } 


ties subject to its 
Except as provided i etic 16 {referring to property of the Delaware 


mi transferred bederal ‘port mi}. ¢ rpora n shall not 


enewing or 


on the 


sarv i the co 


erest therein for the } pose of pr ling storag 
lv and efficiently am EY sorporation’s programs, or of sec ring 
arging ob! tion wing to the Corporation, or o therwi yrotecting the 
ancial interests of tl ‘orporation: Provided, That the authoritv contained in 


s subsection (h) shall not be utilized by the Corporation for the purpose of 


suiring re al property, or an interest tl rein, in ord r to pre vide storage 


ilities for any commodity unless the Corporation determines that existing 


vately owned storage facilities f uch commodity in the area coneerned are 
adequate: Provided further, That no refrigerated cold storage facilities shall 


‘onstructed or purchase q except WV ith 


funds specifically provided by Congress 
"that purpose And provided further, That not! ing containe din this subst ection 

hall limit the duty of the Corporation, to the maximum extent practicable 
istent with the fulfillment of the Corporation’s purposes and the effective 
lefficient eonduet of its business, to utilize the usual and customary channels, 
ities, and arrangements of trade and commerce in the warehousing of. com- 
tine ; oe 


Mr. Wuirrren. This committee at the conclusion of this hearing 
‘pects to make its own report and, while there may be many factors 
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like this, we would like the record to show the true facts. It may 


1 
De 


that the release of these facilities has been on such a basis that they 


could not get them back for further Government use and, if so, th 


committee may recommend to the appropriate legislative committ: 


that this whole subject be investigated as to whether, under thos 


conditions, any handling of governmental property by an agen 
should not be such as to enable the agency to recall the property 


meet other governmental uses, so that the Government agencies a: 


not put to the expense of building duplicate facilities. 
It may also be in order to recommend to the appropriate legislatiy 
committee that attention be given to the possible modification 


some of the presently existing statutes. For that reason, we wou! 
like to have the appropriate sections placed in the record at this point 


as I have requested. 
Secretary BRANNAN. They will be. 
(The material referred to is as follows:) 


The Army, the Air Force, and the Navy are authorized to lease such rea 
personal property as is not surplus to their needs (10 U. 8. C. 1270; 5 U.S 
626s-3; 34 U.S.C, 522a). The statutes provide that such leases shall conta 
provision permitting revocation at any time unless it is determined that 
omission of such provision will promote the national defense or will be in t 
public interest. It is further provided that in any event each such lease shal 
revocable during a national emergency declared by the President. 


Disposal of surplus property is covered by section 203 of the Federal Proper 


and Administrative Services Act of 1949 (Public Law 152, 81st Cong.) Sect 
203 (c) provides as follows: 
‘“Any executive agency designated or authorized by the Administrator to 


pose of surptus property may do so by sale, exchange, lease, permit, or transf 


for cash, credit, or other property, with or without warranty, and upon such ot 

terms and conditions as the Administrator deems proper, and it may execute s 

documents for the transfer of title or other interest in property and take s 

other action as it deems necessary or proper to dispose of such property under t 
provisions of this title.”’ 

Provision for reversion of the property to the Government in the event 
nonuse for a particular purpose and provision for repossession and use by 
Government in the event of a need for national defense purposes are made 
regulation and by contract. 


ORGANIZATIONAL STRUCTURE 


Mr. Wurrren. Are there any further questions at this point? 


If not, I would like to talk to vou somewhat, Mr. Secretary, about 


organizational structure. I think I have asked earlier, but I would ! 
to ask you to here place in the record the organizational structure of t 
top section, including the field offices, of the Commodity Credit C 
poration, whose operations, of course, are handled by the Product 
and Marketing Administration. 

In that connection, with reference to the top folks both in Wa 
ington and in the area offices, I would like at this point, r: doe than 
the other, to have vou place in the record a statement of the experic! 
and background of the top people in the Washington office, and | 
jobs which are assigned to them, so that there may be a comparis: 
made of their backgrounds and the duties that they perform. 


(The material referred to is as follows:) 











UnitTeD STates DEPARTMENT OF AGRICULTURE 
PRODUCTION AND MARKETING ADMINISTRATION 


INSTRUCTION No. 101-1. ORGANIZATION OF THE PRODUCTION AND MARKETING 
ADMINISTRATION 


I, PURPOSE 


This instruction describes the over-all organizational structure and assignment 
of responsibilities within PMA. Instruction 101—1 dated April 4, 1950, and aux- 
iliaries, 101-3, 101—4, 101-5 and auxiliary, 101-6, 101-7, 101-8, 101-9, 101-10, 
and 101-13 are canceled. 

Il. WASHINGTON 
A. Office of the Administrator 

1. Administrator.—The Administrator is responsible for the formulation and 
administration of production and marketing programs and activities assigned to 
PMA by Secretary’s Memorandum No. 1226, including administration of pro- 
grams and activities of the Commodity Credit Corporation. 

The Administrator is also responsible for the formulation and administration 
of those phases of the defense food program assigned to PMA by Secretary’s 
Memorandum 1270 pursuant to Executive Orders 10161 and 10200. 

The Administrator e.tablishes policies governing the formulation and adminis- 
tration of PMA programs and directs and coordinates the execution of pclicies 
and programs carried out by Washington and field offices of the Administration. 

The Administrator directs the Deputy and Assistant Administrators and other 
officials in his immediate office, and the directors of the commodity branches, the 
Agricultural Conservation Programs Branch, the Office of Materials and Facilities, 
the Office of Price, the Office of Requirements and Allocations, and the Office of 
Information Services. 

The Administrator, who is President of the Commodity Credit Corporation and 
the chief executive officer of the Corporation, exercises general supervision and 
direction of all programs and affairs of the Corporation. He is also Chairman of 
the PMA Defense Program Review Board and the Interagency Food Committee, 

2. Deputy Administrator.—The Deputy Administrator acts for and assists the 
Administrator in formulating and administering the policies and programs of 
PMA and CCC, The Deputy Administrator is also Vice President of CCC and 
a member of the PMA Defense Program Review Board. In the absence or un 
availability of the Administrator, the Deputy Administrator exercises the powers 


and performs the duties of the Administrator of PMA and the President of CC¢ 
I 





3. Executive Assistant to the Administrator. The Executive Assistant to the 
Administrator assists the Administrator and Deputy Administrator in formulating 
and administering the policies and programs of PMA and CCC. He is secretary 


f the Commodity Credit Corporation and of the PMA Defense Program Review 


Board, 





!. Assistant Administrators—General.—Four Assistant Administrators assist 
the Administrator in planning and administering all PMA and CCC policies, 
programs and activities. Each Assistant Administrator directs and coordinates 
the development of policies and programs within the specific areas of responsibility 
hereinafter set forth and the execution of policies and programs carried out by 
organization units under his immediate direction. Each Assistant Administrator 


s responsible for reviewing and making recommendations with respect to the al- 
ocation of funds appropriated for programs and activities for which he is respon- 
sible and for allocating funds to offices which report to him. In collaboration with 
one another the Assistant Administrators determine program and management 
service needs of the offices which report to them. The Assistant Administrators 
participate with appropriate PMA branches and offices in developing, determining 
and claiming requirements for materials, facilities, manpower, and other assistance 
necessary to carry out defense food programs or functions under their supervision. 
Fach Assistant Administrator serves as a Vice President of CCC and as a member 
of the PMA Defense Program Review Board. 

5. The Assistant Administrator foi Production. The Assistant Administrator 
or Production is responsible for programs relating to (a) the agricultural con 
servation program; (6) acreage allotments, marketing quotas, and production 
goals; (c) the conditional payment provisions of the Sugar Act: and (d) PMA’s 


responsibilities in administering the Federal crop insurance, flood control, and 
ver basin programs. 
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The Assistant Administrator for Production is responsible for op eting and 
ordinating area direetors and PMA State, insular area, and county offices. A 
directors are responsible within specifie geographie areas, for tate, insular ay 
and county office administration of programs carried out through these off 
The Assistant Administrator for Production is also responsible for directing 
aerial photographic laboratories. 

6. The Assistant Administrator for not keting.—The Assistant Administra 
for Marketi is responsible for programs relating to (a) market news, eommodi 
inspection, and other marketing services; (b) marketing regulatory acts; (¢) mar 
ing peeing (d) marketing agreements and orders; (e) school luneh and di: 
distribution programs; (f) activities related to administration of Governn 
owned and leased processing plants; (g) technological application of result 
‘esearch permitting improved manpower utilization in processing and mark 

g of agricultural commodities; and (#) directing the earrying out of PM 

‘sponsibility of acting as claimant for the United States civilian population 
over-all defense food requirements and allocations programs. 

The Assistant Administrator for Marketing directs the Food Distribut 
Beaneh, the Marketing and Facilities Research Branch, and the State mark 
service staff 

The State. marketing services staff is responsible for establishing and mainta 
ing cooperative relationships with State departments of agriculture in ner ye 
with marketing service programs under the Research and Marketing Act of 

4. ne: stant Administrator for mmotity Operations. The atte 
Administrator for C — v Operation responsible for programs of PM 
and CCC relating ) pvice support; (6) supply procurement; (¢) transportati 

C¢ ‘C ‘ane other Government owned or controlled commodit ii 

programs relating to price stabilization through domestic diversio 

expert, surplus removal, and other means; and (e) procurement of commoditi 
f tockpiling. 

The Assistant Administrator for Commodity Operations is also responsible 
directing and coordinating PMA commodity offices, the Fiseal Branch, Transp: 
tation and Warehousing Branch, and the wheat agreement staff. 

The wheat agreement staff formulates policies relating to the Internation 
Wheat Agreement program. It negotiates governmental sales agreements wi 
participating countries, assists in consummating commercial ‘contracts, ar 
establishes export subsidy rates for such contracts in exporting wheat and whi 
flour. 


RQ The Assistant Administrator for P ogram Coordenation The Assist 


stant 


Administrator for Program Coordination is responsible for (a) coordinating 01 


Ve 


all budgetary, personnel, and other management services, and the review ar 
} 


appraisal of programs for the purpose of recommending to the Administrat 
adjustments in organization, staffing, and operations necessary to accompli 
program objectives; (b) directing the development and execution of PMA 
CCC audit, investigational and compliance policies; and (¢) coordinating 

( abide nt and opt ration of industry advisory and interagency committees 

The istant Administrator for Program Coordination is responsible for 
inlisindaniatien direction of the Office of Audit, Office of Administrative Servic 
Office of Budget, Office of ¢ ipliance and Investigations, Office of Personn 
Management, Administrator’s program staff, manpower claimant staff, ar 
reports staff. 

The Administrator’s program staff, as assigned, assists in the development 
PM A-wide program policies and fans, al he review of present and propose 
policies to determine that they are properly coordinated within PMA and 
relation to programs and policies of other agencies 

The manpower staff assists in coordinating manpower S 
developing, and presents through departmental channels, claims in behalf of 
needs for agricultural! manpower; m: intains appropriate liaison with the Lal 
DD partment , Selective Service, and other manpower and stabilization agenc 
and performs other activities relating manpower needed for the defer 
food program. 

The reports staff reviews and approves existing and proposed program a1 
administrative reports and reporting systems of PMA and CCC for the purp 
of eliminating duplication and otherwise simplifving reports. 

9. Deputy Assistant Administrators Deputy Assistant Administrators act f 
and assist the Assistant Administrators in carrying out their zg ‘al and specif 
cally assigned responsibilities. 








Commodity branches 
The following commodity branches are under the administrative direction of 
Administrator and the program or functional direction of the appropriate 

Assistant Administrator: 


otton Livestock 
Liry Poultry 
sand oils Sugar 
iit and vegetable Tobaceo 


General.— With respect to commodities assigned in Instruction 101-2, genera 
sponsibilities of the branches include: 

1) Formulating and recommending to the appropriate Assistant Administrator, 

licy and program plans in connection with price support; production adjust- 

surplus removal; export and diversion; supply; marketing research, service 
and regulatory; and marketing agreement and order programs. 

b) Determining and, through the appropriate PMA program staff offices and 
\ssistant Administrator’s, making recommendations on supplies, requirements 
and allocations of food, requirements for nonfood materials, and facilities, tax 
amortization, loans, construction, manpower needs, price policy and price deter- 
minations and regulations 

c) Execution of defense food orders, as assigned. 

!) Execution of marketing research, service and regulatory programs, and 
marketing agreement and order programs, as assigned. 

Preparing instructions and procedures for signature of the appropriate 
(Assistant Administrator with respect to programs carried out through PMA State, 
insular area, and county cffices, PMA commodity offices, and agents of CCC and 
reviewing the progress of such programs through inspection and reports. 


) 
} 
i 


Spectfic— The commodity branches are responsible for the following regu- 
latory and other acts specifically assigned: 
Cotton Branch: 
‘otton Futures Act 
‘otton Standards Act 
J 


( ‘otton ¢ le and Stap! 


d) ‘otton Service Tes 
f ‘otton Fiber Tes 
rain Branch: 
a) U.S. Grain 
h) Federal Seed 
Avestock Branch: 
Packers and 
Insecticide 
Wool Standards 
ugar Branch: 
Sucar Act of 1948 
iit and Vegetable Branch 
a) Standard Container Act 
b) Produce Aveney Act 
( Perishable Agricultural ¢ 
d) Export Apple and Pear Act 
baeco Branch: 
a) Tobaeco Stocks and Standards Act 
(b) Tobaeco Inspeetion Act 
c) Tobacco Seed and Plant Exportation Act 
d) Tobaeeo Compact Act 
(e) Naval stores Act 


"a 


Functional and program branches 
1. Agricultural Conservation Programs Branch.—The Agricultural Conservatio 
Programs Branch formulates policies and plans for administering the agricultural 
nservation program; prepares basic instructions to guide the administration of 
s program by the PMA Staite, insular area and county offices and reviews 
crams progress: collaborates with other departmental, Federal, and Stat 
avencies in formulating and carrying out flood-control and river-basin programs 
2. Food Distribution Branch.—The Food Distribution Branch formulates and 
executes pouicies and plans in connection with the national sehool-lunch program, 


the plentiful foods program, and the direet distribution of commodities acquired 





under the surplus-removal and price-support programs, The Branch is responsib}; 
for determining food requirements and acting as claimant for United States ciyjj- 
ians; developing and executing programs to meet specific or emergency food 
problems; for determining and, through the appropriate PMA program staff offices 
and assistant administrators, making recommendations on requirements of th 
distributive food trades for nonfood materials, facilities, and manpower and | 
tax amortization, loans, and construction cases for wholesale food facilities. 

3. Marketing and Facilities Research Branch——The Marketing and Facilities 
Research Branch formulates and carries out cross-commodity marketing researc), 
such as that pertaining to marketing facilities, handling, transportation, storag: 
wholesaling, retailing, market news, and grading; develops plans for mark: 
facilities; and assists in bringing about improvements in such facilities, methods 
practices, and services. 

t. Fiscal Branch.—The Fiseal Branch formulates and executes PMA and C(\ 
policy with regard to fiscal and related matters for al! programs; prepares fiscs 
instructions and procedures with respect to programs carried out by PMA con 
modity offices, PMA State offices, fiscal agents and other PMA offices: reviews 
progress and renders assistance to PMA offices and fiscal agents in carrving « 
fiscal functions; coordinates claims and collection activities; maintains centr 
office accounts and related records and prepares reports on financial operatio 
The Branch coordinates within PMA the V-loan program. 

5. Transportation and Ware housing Branch. The Transportation and War 
housing Braneh formulates PMA and CCC transportation policies on all com- 
modities, and storage policies on processed commodities. It is responsible 
the United States Warehouse Act, and the execution of programs relating 
refrigerated storage market news, and marketing services with respect to rates 
services, and facilities in connection with the transportation of farm products 
including appearances before Federal, State, and other regulatory bodies. [1 
arranges ocean transportation on designated programs. It determines ai 
through the appropriate PMA program staff offices and assistant administrators 
makes recommendations on publie transportation and storage requirements ar 
on tax amortization, loans, construction, and manpower for the ice industry a 
publie cold storage food lockers. It also carries out other defense responsibilit 
relating to storage and transportation, as assigned. It formulates instructio 
and procedures with respect to operations of PMA commodity offices in con 
transportation of all commodities, and warehousing of processed « 


tion wit! 


nodities, and checks progress. 


dD Preq an staff office > 

1. Office of Materials and Facilities —The Office of Materials and Facilit 
develops policies and procedures governing the formulation of current and | 
erials and facilities needed in the producti: 
processing and distribution of food; consolidates, reviews, and presents 
requirements; acts as claimant and provides agricultural representation on int 
agency committes concerned with such materials and facilities; formulates rec 
mendations relating to allocation and control of nonfood materials, equip! 
and supplies, and formulates policies and procedures covering such controls 
may be needed to distribute farm equipment and fertilizers, and other items 
may be assigned; assists manufacturers, processors, agricultural suppliers, 
farmers in obtaining materials, facilities, equipment, and supplies for the mai! 
nance, operation, expansion or improvement of facilities to support or imple mi 
the defense food program; reviews and makes recommendations on applicat 
for certificates of necessity in connection with tax amortization and prepares 
actions to certifv as to the essentiality of defense loans; ailots controlled const: 
tion materials and grants priorities for other construction materials and product 
equipment; executes food orders, as assigned; recommends policy with re 
export controls and stockpiling of strategic and critical materials; and assist> 
the negotiation of barter agreements; and acts as primary liaison point betw 
PMA, DPA, and NPA. 

2. Office of Price.—The Office of Price formulates policy recommendation: 
procedures regarding the development of guides and standards for use in estab! 
ing differentials and margins in price support and inventory disposal progra 
and in the development of legal minimum prices; reviews recommendations 
commodity branches with respect to price support levels, price aspects 
economic implications of defense programs, import restrictions and CCC ai 
section 32 policy and operational dockets; provides guidance and specializ 
economic assistance in connection with price problems having either dome 
or foreign implications; in cooperation with other agencies evaluates economic 


range requirements for nonfood mat 
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inflationary pressure and trends relating to price programs affecting agricultural 
commodities; and conducts specialized economic analyses in the agricultural 
price field. 

3. Office of Requirements and Allocations —The Office of Requirements and 
Allocations formulates policies and procedures for developing requirements, 
determining available supplies, and allocating supplies of food; assembles and 
evaluates estimates of requirements of various claimants for domestically pro- 
juced and imported food; assembles and evaluates total supply estimates of food, 
relates total requirements to total supply,,and recommends and controls allocation 
of supplies to claimants when required; serves on and provides secretariat for 
various committees concerned with supplies, requirements, and allocation of food 
reviews, coordinates, and recommends production goals; executes import control 
orders; and reviews and coordinates recommendations on export control orders for 
agricultural commodities, 


E. Other staff offices 





1. Office of Administrative Services The Office of Administrative Services 

rmulates and executes policies and procedures governi PM A’s administra- 

ve services and facilities; directs, coordinates and conducts space planning, 

mmunication serv forms and procedures development and control, pro 

irement of supplies, equipment, and printing and binding services, defense 
activities relating to designated safe areas, protection of property and equipment 
and security clearance 

2. Office of Audit.—The Office of Audit formulates and executes PMA and CC 

dit policies and procedures; directs, coordinates, and conducts audits of PMA, 
CCC, their agents and others, and cost analyses relating to contracts betwee) 
PMA or CCC and commercial organizations. 

3. Office of Budget-——The Office of Budget under the general direction of the 


procedures; directs, coordinates, and conducts the formulatior E presentatl mm 


execution of PMA and CCC budgets. 
i. Office of Compliance and I nvestigat on.—The Office of ¢ ompliance and _ Ihn- 
vestigation formulates and carries out PMA and CCC compliance and investiga- 


torv policies and procedures: direets, coordinates and conducts accounting in- 


Administrator formulates and carries out PMA and CCC budget policies and 
ae 





vestigations; advises with respect to commercial accounting systems required to 
facilitate compliance checks under marketing agreements and orders; and develops 


nformation and means to facilitate the prevention and detection of fraud, viola- 
tions, and irregularities in the administration of PMA and CCC programs. 

5. Office of Information Services.— The Office of Information Services formulates 
and carries out PMA and CCC informational policies and procedures; directs, 
coordinates, and conducts the development and maintenance of informational 
services, including the editing and preparation of regular and special informational 
material concerning the programs and activities of PMA and CCC, 

6. Office of Personnel Manaqement.—The Office of Personnel Management under 
the general direction of the Administrator formulates and carries out policies and 
procedures governing PMA personnel management, organization and methods 
nd management improvement; directs, coordinates, and conducts classification, 
employment, training, safety, emplovee relations, management and_ related 


personnel services. 


lil. FIELD ORGANIZATION 


In the field, PMA has three major types of field offices; namely, PMA State, 
insular area, and county offices; PMA commodity offices; and fieid offices of other 
branches and offices. 

A, PMA State, insular area and county offices 

PMA State offices direct and coordinate the activities of county offices. PMA 
State, insular area and county offices are responsible for field administration of 
agricultural conservation and adjustment programs, price support operations, 
commodity loans, crop insurance, Sugar Act payments, production goals, and 
other programs as assigned. 

PMA State, insular area and county offices make recommendations concerning 
policy and administration of these and other production and marketing programs 
including recommendations in connection with the determination of over-all 
production goals, manpower requirements, requirements for nonfood materials 
and facilities, and marketing programs and activities. 

PMA State and county offices are directed by committees. PMA State com 
mittees are appointed by the Secretary, and PMA county and community com- 








NK )9 


mittees established within the counties are elected by farmers. Chairme: 
PMA State and county committees serve as chairmen of the Departmy 
State and county agricultural mobilization committees, and the other membe: 
PMA State and county committees are members of the State and County a 
cultural mobilization committees. 
B. PMA commodity offices 

PMA commodity offices are responsible for carrying out transportation, wai 
housing, purchases, sales, commodity disposition, accounting and other operati 
in connection with commodities under loan or acquired by PMA and CCC unde) 
price support, supply, section 32 and school-lunch programs. All of these offices 
conduct their own administrative fiscal activities and certain of them perfo: 
these activities for other PMA offices in the area. These offices also reeomme: 
policies and procedures to PMA Washington offices and branches and pro\ 
technical assistance to State, county, and other PMA field offices and to bar 
and others concerned with PMA commodity programs 
C. Other field offices 

1. Commodity branches.—Field offices of the commodity branches are responsi 
ble for field operation of marketing research, service, agreement and orders, a1 
regulatory responsibilities of the branches. 

2. Food Distribution Branch.—Field offices of the Food Distribution Branc! 
are responsible for carrying out in the field the responsibilities of the branch. 

3. Transportation and Warehousing Branch.—Field offices of the Transportatior 
and Warehousing Branch carry out the United States Warehouse Act in the field 

4. Staff offices.—Field offices of the Office of Administrative Services, Office of 
Audit, Office of Compliance and Investigation, Office of Information Services and 
the Office of Personnel Management are responsible for carrying out in the fie 
the respective responsibilities of these offices. 


IV. WORKING RELATIONSHIP BETWEEN WASHINGTON BRANCHES AND OFFICES 
PMA COMMODITY OFFICES--AREA DIRECTORS—-PMA STATE OFFICES 


A. PMA commodity offices and Washington branches and offices 

Washington branches and offices utilize recommendations from PMA con 
modity offices in formulating policies and programs and in carrying out assigned 
responsibilities. 

Washington branches and offices and area directors work directly with PMA 
commodity offices in solving operational problems and advise the Assistant 
Administrator for Commodity Operations of day-to-day problems which have 
not been resolved through direct negotiations. Similarly, PMA commodity 
offices work directly with the appropriate Washington branches and offices a: 
area directors and advise the Assistant Administrator for Commodity Operations 
of any problems which have not been resolved. Policy questions are decided by 
the Assistant Administrator for Commodity Operations. 

B. PMA commodity offices and PMA State offices 

Within established policies and procedures, PMA commodity and State offic 
will cooperate and deal directly with one another and exchange ideas and infor 
mation on mutual work problems. 

C. PMA State offices, area directors, and Washington branches and offices 

The area directors have primary responsibility under the supervision of thi 
Assistant Administrator for Production for assuring effective operation of Stat« 
insular area, and county offices and are, with the cooperation of branches and 
offices concerned, responsible for the proper carrying out of the PMA programs 
assigned to States. The area directors are responsible for coordination of pr 
grams assigned to States for administration by State, insular area and county 
offices. Washington branches and offices have primary responsibility for program 
formulation. They utilize recommendations from PMA State, insular area and 
county offices in formulating policies and programs and in carrying out assigned 
responsibilities. Area directors are the primary foeal point for the exchange of 
such recommendations. Washington branches and offices, PMA commodity 
offices and PMA State and insular area offices work cooperatively with the ap 
propriate area director on all program and administrative problems affecting 
State, insular area and county office administration. 

In view of the wide variations in the nature of programs and administrativ: 
operations, only general working relationships are prescribed in order to permi! 
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he greatest amount of flexibility in a cooperative approach to the discharge by 
area directors and Washington branches of their responsibilities. 


Vv. INSTRUCTIONS AND PROCEDURES TO WASHINGTON BRANCHES AND OFFICES AND 
PMA COMMODITY, STATE AND INSULAR OFFICES 


Each Assistant Administrator will approve all instructions and procedures 
issued in connection with programs or activities for which he is responsible. 

Each Assistant Administrator will sign for the Administrator all instructions 
and procedures to Washington branches and offices in connection with programs 
and activities for which he is responsible. The Assistant Administrator for Pro- 
luetion will sign for the Administrator all instructions and procedures to State 
and insular area offices; the Assistant Administrator for Commodity Operations 
will sign for the Administrator all instruetions and procedures to PMA commodity 
offices; and the Administrator or Deputy Administrator will sign instructions and 
procedures of an over-all nature which affect the responsibilities of more than one 
Assistant Administrator. 





VI. PMA CHART 


A chart showing lines of responsibility of the various branches and offices of 
PMA is attached. 
GEISSLER, Gus F 


Date of birth: June 7, 1901. Title: Administrator, Production and Marketing 
Administration. 
Education 

High-school graduate; complete business course, Brown’s Business College, 
Museatine, Iowa. 
Experience 

Prior to 1988: Farming for self, and: 1924-38: president, Farmers Cooperative 
Elevator, Medina, N. Dak.; 1926-37: director of North Dakota Grain Dealers 
Association; 1932-37: Manager, Cooperative Livestock Shipping Association, 
Medina, N. Dak.; 1932-38: president, Cooperative Oil Association, Medina, 
N. Dak. 

1938-40: USDA, AAA; chairman, North Dakota State Agriculture Conserva- 
tion Committee, 1938-39; member of committee, 1940. 

1940-43: USDA, AAA; Assistant to Direetor (head agricultural economist), 
western division. 

1943-46: USDA, AAA and PMA; director, western division 

1946-51: USDA, Federal Crop Insurance, manager 

1951 to present: USDA, PMA, Administrator. 


Hitt, Haroup K. 


Date of birth: November 30, 1896. Title: Deputy \dministrator, Production 
and Marketing Administratio: 
Education 

Ten vears of secondary education; | vear Baraboo Business College, Baraboo, 
Wis. 
Ex pe rience 

1917-34: Operated own farm—dairy, livestock, and diversified, Prairie du Sae, 
Wis., and: 1922-34, member, board of directors, Sauk County Farm Bureau 
Warehouse: 1922-36, member, board of directors, Sauk County Farm Bureau; 
1924-37, president, Sauk County Livestock Shipping Associ ition 

1934-40: USDA, AAA: county ecommitteeman, viee chairman and chairman of 
county committee; and farmer fieldinan, Wisconsin 

1940-45: USDA, AAA; administrative offieer inervision of eountyv eom- 
mittees and member of State committee; Madison, Wis. 

1945-46: USDA, AAA and PMA; special assistant to Director, North Central 
region. 

1946-46: USDA, Federal Crop Insurance Corp.; Northeast area director 

1946-47: USDA. PMA. Field Service Branch: assistant director, North 
Central region. 

1947-48: USDA, 


ver 





A, PMA, Grain Branch; Assistant Director. 
1948-50: USDA, CCC; Assistant Mar 
1950-51: USDA, PMA; Assistant Administrator for Production 
I 


| 
( 
| 
1951 to present: USDA, PMA; Deputy Administrator. 
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SNYDER, RAauB 


Date of birth: February 5, 1900. Title: Assistant Administrator for Produec- 
tion, Production and Marketing Administration. 
Education 

University of Kansas and Kansas State College. 
Expe le nce 

1922-33: Manager of lumbervards at Selman, Okla. and Meade, Kans. 

1933-35: Auditor, special assistant and superintendent of rehabilitation for the 
Kansas Emergency Relief Administration. 

1935-40: USDA, Farm Security Administration; assistant regional director; 
Lineoln, Nebr. 


1940-42: USDA, FSA; Assistant Director of Rehabilitation Division. 
1942-438: USDA, FSA; Director of the Cooperative Division. 
1943-45: General manager of the Farmers Union Marketing Association, 


Denver, Colo. , 

1945-46: United Nations Relief and Rehabilitation Administration; deputy 
director, China office; Shanghai and Chungking, China. 

1946: War Assets Administration, Office of Real Property Disposal; property 
specialist. 

1946-49: WAA; regional director; Kansas City, Mo. 

1949-51: USDA, Farmers Home Administration; Deputy Administrator. 

1951 to present: USDA, PMA; Assistant Administrator for Production. 


Krusk, Eimer F. 


Date of birth: August 30, 1894. Title: Assistant Administrator for Com- 
modity Operations, Production and Marketing Administration. 
Education 

High school graduate; 1 year Ohio Northern, Ada, Ohio. 
Expe rve nce 

1914-18: School teacher, New Knoxville, Ohio, board of education. 

1918-34: Owner-operator, grain and livestock farm in Ohio, and 1930-34, 
president and general manager, Auglaize County Farm Bureau Cooperative; 
1930-34, president, Auglaize County Livestock Shippers Association; 1930-35, 
president, Auglaize County Farm Bureau. 

1934-47: USDA, AAA; progressively responsible positions, starting as chair- 
man, Auglaize County Committee to State director in Ohio, and; 1934-36, presi- 
dent, Western Ohio Electric Cooperative of Rural Electrification Administration. 

1947-48: USDA, PMA, Administrator’s representative on all PMA programs 
for eight Midwest States, Columbus, Ohio. 

1948-50: USDA, CCC; Manager, chief executive officer. 

1950 to present: USDA, PMA; Assistant Administrator for Commodity 
Operations. 


DEAN, JOHN H. 


’ 


Date of birth: June 11,1910. Title: Deputy Assistant Administrator for Com- 
modity Operations, Production and Marketing Administration. 
Education: 
B. S., 19382, Clemson A. & M. College, Clemson, 8. C. (major—agronomy 
Exper ence: 
t: Land use surveyor, Clemson College, S.C 
5: State leader, p 
ind Plant Quarantine and Clemson College, 5. C. 
1935-39: Cooperative Extension Service; county agricultural extension agent; 
Little Rock, Ark 
1939-42: USDA, AA 
1942-45: USDA, AA 
ngton’ D.C. 
1945-47: USDA; PMA, Field Serviee Branch; agricultural economist. 
1947-48: USDA; PMA, Cotton Branch; marketing specialist. 
1948-50: USDA; PMA, Cotton Branch; Assistant Director. 
1950 to present: USDA, PMA; Deputy Assistant Administrator f 
Operations. 


ant disease control program, B ireau of | ntomologv 


A: program and commodity specialist; Little Roek, Ark. 
A; administrative officer on program deve opment; W ash- 


_ 


l 
] 


r ¢ ‘Commodity 
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LENN ARTSON, Roy W. 


Date of birth: January 7, 1907. Veteran. Title: Assistant Administrator 
Marketing, Production and Marketing Administration. 
Education 

University of Minnesota, School of Agriculture, 1929-30; University of Mar 
land, 1932-35, B. S. degree agricultural economist; University of Maryla 
1935-36 M.S. degree, agricultural economist. 


Experience 

1927-20: Cooperative Extension Service, St. Paul, Minn.; assistant cour 
agent: 1930, USDA, BPI, Indiana; corn borer scout (3 months). 

1930-33: Full-time college studies. 

1934-35: University of Maryland, research assistant. Collecting and anlyz 
farm-tax data. 

1936-42: USDA, FCA, Washington, D. C.; agricultural economist, perform 
research relative marketing egg and poultry products. 

1942-45: United States Army, QMC, Washington, D. C.; captain, proem 
ment officer, chief, poultry, procurement. 

1945-50: USDA, PMA, Poultry Branch; Assistant Director. 

1950-51: USDA, PMA; Deputy Assistant Administrator for Marketing. 

1951 to present: USDA, PMA; Assistant Administrator for Marketing. 


Herper, Ropertr W. 


Date of birth: January 14, 1908. Veteran. Title: Assistant Administrat: 
for Program Coordination, Production and Marketing Administration. 


Education 

Washington University, St. Louis, Mo., 1926-28. Navy, 1944-45 (Harvard 
Business School), commercial cost accounting; contract termination; control 
handling, and storage of materials. 

Ex perience 

1928-33: Salesman, St. Louis Post-Dispatch; Halsey Stuart & Co.; Metropolita 
Life Insurance Co., St. Louis. 

1934-36: USDA, AAA, Clerical and claims-examiner work. 

1936-40: USDA, AAA; administrative assistant, State office; Des Moines 
Iowa, and Madison, Wis., accounting and auditing. 

1940-41: USDA, AAA; chief of the administrative and fiscal section, Nort 
Central region. 

1941-42: USDA, AAA; administration officer, in charge of conservation mat« 
rials unit, North Central region. 

1942-43: USDA, AAA: administrative officer, Division of War Board Services 
farm rationing programs. 

1943-43: USDA, AAA; administrative officer, Division of War Board Servic 
Transportation Coordinator. 

1943-44: USDA, AAA; Processing Facilities Branch; Assistant Chief. Pr 
grams on requirement of food-processing industries for critical materials sul 
mitted to War Production Board. 

1944—46: United States Navy, lieutenant, Supply Corps, disposal officer. 

1946-46: USDA, PMA, Materials and Equipment Branch; Assistant Director 

1946-47: USDA, PMA, Budget and Management Branch; Assistant Directo 

1947-49: USDA, PMA, Budget and Management Branch, Director. 

1949 to present: USDA, PMA; Assistant Administrator for Management 
Assistant Administrator for Program Coordination. 


WaLKER, CLovis D. 


Date of birth: September 26, 1892. Veteran. Title: Director, Cotton Branc! 


Education 

Altus High School, Altus, Okla.; 1 year Driggers Business College, Altus, Okl: 
correspondence course, LaSalle University, Chicago; and American Correspond 
ence School. Chicago. 
Experience 

1913-18: East Coast Growers Association United Fruit Co., supervisor 
fruit grading and packing. 
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20: United States Army, supply sergeant. 
33: Owned and operated own grain and cotton farm, Jackson County, 


36: USDA, AAA, county committeeman. 
1934-40: USDA, AAA, district cotton elasser; USDA, FCA, Altus, Okla., 
president, Altus Production Credit. Association. 
1936-41: USDA, AAA, state committeeman and principal field officer 
Stillwater, Okla. 
1941-46: USDA, AAA, PMA, Assistant Director and Director, southern 
gion. 


1946 to present: USDA, PMA, Cotton Branch, Director. 


> 


Date of birth: September 8, 1910. Veteran. Title: Deputy Director, Cotton 
Branch. 
Education 

Agricultural and Mechanical College, Magnolia, Ark., 1929-31, L. I. in eduea- 

ve; University of Arkansas, 1931-384, B. S. in agriculture and graduate work: 
graduate school, USDA, 1947-48, economies. 
Experience 

1934-35: Ola Consolidated Schools, Ola, Ark., vocational agricultural teacher. 

1935-39: Arkansas Extension Service. county agricultural agent, Conway. Ark. 

1939-42: USDA, AAA, senior field officer and subsequently junior administra- 
tive officer, Little Roek, Ark. 

1942-44: USDA, AAA, southern division, administrative officer. 

1944—46: United States Navy, gunnery officer. 

1946-47: USDA, PMA, Field Service Branch, Southern Division, Loan, Insur- 
ance, and Range Section, administrative officer (Assistant Chief). 

1947-48: USDA, PMA, Cotton Branch, Loan and Purchase Division, admin- 
istrative officer. 

1948-49: USDA, PMA, Cotton Branch, Program Analysis and Marketing 
Reports Division, agricultural economist. 

1949-50: USDA, PMA, Cotton Branch, Chief, Production Programs Division. 

1950 to present: USDA, PMA, Cotton Branch, Deputy Director. 

RicHARDS, PRESTON 

Date of birth: November 23, 1905. Veteran. Title: Director, Dairy Branch, 
Education 

University of Missouri, 1922-30, S. an . S. in agriculture, animal hus- 
bandrv, economies, statistics 
Er pe rie MCE 

1927-30: University of Missouri, instructor, teaching, and research work in 
marketing and prices of agriculture 

1930-31: USDA, BAF, crop reporter, preparation of crops and livestock product 
estimates for the State of Missouri 

1931-42: USDA, BAE, economist. responsible for research and service work in 
price analysis. 

1942: USDA. Agricultural Marketing Administration, Livestock Branch, Chief, 
Marketing Operations Division. 

1942-45: United States Army. 

1945-50: USDA, PMA, Livestock Branch, Assistant Director. 

1950 to present: USDA, PMA, Dairy Branch, Director. 


ANDERSON, Down 8. 


Date of birth: August 12, 1897. Title: Deputy Director, Dairy Branch. 


Education 

University of Minnesota, 1915-19, B. S. degree; University of Minnesota, 
1922-23 and 1929-31, agricultural economies, dairy and animal husbandry, 
rronom vy, economies, and farm management. 
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Ex pe rience 

1923-26: Grand Rapids High School, instructor. 

1926-29: University of Minnesota, instructor, agricultural. 

1929-30: University of Minnesota, graduate student. 

1930-32: University of Minnesota, instructor, teaching and research, economic 

1932-34: University of Minnesota, assistant professor, teaching and resear 
economics. 

1934-35 
1935-4 
1943-4 
marketing 
programs. 

1944-45: USDA, Office of Distribution, Dairy and Poultry Branches, assista 
to Chief. 

1945-46: University of Wisconsin, professor. Teaching agricultural economic 

1946 to present: USDA, PMA, Dairy Branch, Assistant Director then Depu 
Director 


»: USDA, AAA, Dairy Section, consultant economist on dairy proble: 
2: University of Wisconsin, professor, research in economics. 

t: USDA, Food Distribution Administration, Dairy and Poultry Branch 
x specialist. Commodity and industry aspects of wartime da 


Norton, Epwarp M. 


Date of birth: September 11, 1910. Veteran. Title: Deputy Director, Dair, 
Branch. 

Education 

University of Iowa, 1929-30; University of South Dakota, 1930-32; Catho 
University, 1933-36, LL. B. degree. 

Ex pe rvence 

1926: Federal Security Corporation, Babb, Mont., keeping accounts pertain 
to road construction. 

1927-28: Swift & Co., plant helper, Watertown, S. Dak. 

1934-36: USDA, AAA, elerk. 

1936-40: USDA, AAA, State accountant; Brookings, S. Dak. 

1940-41: USDA, AAA, writing procedures. 

1941-43: USDA, Surplus Marketing Administration, Agricultural marketing 
Administration, Purchase Branch, and Dairy and Poultry Branch, administratiy 
assistant, priorities officer, marketing specialist. 

3-44: USDA, Food Distribution Administration, Special Commoditi: 

Assistant Chief, ¢ onfectionery Section. 

15: United States Navy, lieutenant (junior grade). 
idving, and developi 
programs, policies, and proposed legislation and directives 

1946-48: USDA, PMA, Special Commodities Branch, assistant to Chief, C 
fectionery Section. 


1948 to present: USDA, PMA, Dairy Branch, Assistant Director then Deput 


i 
] yirector 


PRICHARD, GEORGE L. 
Date of birth: June 16, 1908. Title: Director, Fats and Oils Branch 
Education 
High-school graduate; 2 vears, University of North Carolina. 
Ex pe LENCE 
1927-30: Assistant factory manager; Rocky Mount, N. C.; supervised labor 
and buving tobacco. 
1930-31: United Bank & Trust Co.: bank clerk: Sanford, N. C. 
USDA, BAE, marketing specialist; Farmville, N. C.; Raleigh, N. ( 
Kv.; Florence, N. C.; Clarksville, Tenn.; and Lynchburg, Va.; toba 


1934-36: USDA, AAA; assistant in field and Washington, D. C., in administ: 
tion of Kerr-Smith Tobacco Act. 

1936-42: USDA, AAA, southern region; agriculturist, program operations wo! 

1942-438: USDA, AAA, southern region; field representative of the Director. 

1943-46: USDA, CCC (Oilseeds Division); and PMA, Fats and Oils Bran 
Oilseeds Division), administrative officer. 

1946-46: USDA, PMA, Fats and Oils Branch; Chief, Oilseeds Division. 

1946-47: USDA, PMA, Fats and Oils Branch; Assistant Director. 

1947 to present: USDA, PMA; Fats and Oils Branch, Director. 
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WausH, Ropertr M. 


Date of birth: November 7, 1906. Title: Deputy Director, Fats and Oils 
Branch. 
Education 

High school graduate; 4 years at Boston University, S. B. degree, 1928; 1 vear 
University of Wisconsin (economies); 1% years, Harvard University (economies) ; 
2 years, USDA Graduate School (economics and statistics). 


Expertence 

1928-30: Western Union Telegraph Co.; valuation inspector; Boston, Mass. 

1931-34: New England Mutual Life Insurance Co.; salesman; Boston, Mass. 

1934-34: USDA, BAE: statistical investigation of contract data on Corn-Hog 
Program of 1934; West Lafayette, Ind.; Boston, Mass.; Harrisburg, Pa 

1934-48: USDA, BAE; statistician and economist, progressively responsible 
positions with emphasis on livestock, livestock products, fats and oils, feeds, 
dairy and poultry. 

1948 to present: USDA, PMA; Fats and Oils Branch, Deputy Director. 

April 26, to October 1, 1950: Detail to Economie Cooperation Administration 
to work on a project in Europe involving the study of oilseed crops in those 
countries participating in the Marshall plan. 


SoMERS, JAMEs J. 
Date of birth: February 21, 1906. Title: Director, Fiseal Braneh. 


Education 
University of North Carolina, B. 8.; Columbia University, New York City, 
M.8.; Georgetown University Law School, Washington, D. C., LL. B. 


Ex pe ru nce 

1933-34: United States Treasury, auditor. 

1934-41: USDA, Farm Credit Administration, auditor and accountant: As- 
sistant Chief, Appropriation and Budget Unit. 

1941-43: USDA, Office of Budget and Finance; Assistant to Director 

1948-45: RFC, Defense Supplies Corporation; Administrative Assistant. 

1947-52: USDA, PMA: Fiscal Branch, Assistant Director, then Deputy 
Director. 

1952 to present: USDA, PMA; Fiseal Branch, Director 


SMITH, SYLVESTER R. 
Date of birth: August 30, 1906. Title: Director, Fruit and Vegetable Branch. 


Education 
High school graduate; 4 vears, State University of Montana (B. A., 1929, 
economies); 3 years, University of California (economics). 


Ex pe rrvence 

1930: University of California; research assistant. 

1930-34: University of California; teaching, research, graduate work in economies 

1934-36: USDA, AAA, Division of Marketing and Marketing Agreements 
analysis and studies. 

1936-38: USDA, AAA, Division of Marketing and Marketing Agreements; 
\ssistant in Charge of Economie Analysis Unit of General Crop Section. 

1938-40: USDA, Division of Marketing and Marketing Agreements; in charge 
of administrative and economic analysis work relating to action programs for 
citrus fruits. 

1940-42: USDA, SMA, Division of Marketing and Marketing Agreements; 
in charge Economic Analysis Unit, General Crop Section. 

1942-48: USDA, AMA; Fruit and Vegetable Branch, assistant to Braneh Chief. 

1943-43: USDA, Food Distribution Administration; assistant to Deputy 
Director in charge of commodity operations, such as price support and special 
assignments. 

1943-45: USDA, FDA and Office of Distribution; Assistant Deputy Director. 
Office of Marketing Services; Deputy Director, primary responsibility for civilian 
activities. 

1945-46: USDA, PMA; Fruit and Vegetable Branch, Assistant Director. 

1946 to present: USDA, PMA; Fruit and Vegetable Branch, Director. 
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HepLuUND, FLoyp F. 


Date of birth: July 4, 1911. Veteran. Title: Deputy Director, Fruit 
Vegetable Branch. 
Education 
University of Nebraska, B. 8., 1933; Cornell University, Ph. D., 1937. 
Ex pe rience 
1933-37: Cornell University, testing and research activities in agriecultu: 
economies, 
1937-39: USDA, AAA; Marketing and Marketing Agreements Division, as 
ciate agricultural economist. 
1939-41: USDA, Marketing and Marketing Agreements Division, agricult 
economist. 
1941-42: USDA, Surplus Marketing Administrator; Fruit and Vegetabie | 
vision, marketing specialist. 
1942-48: USDA, AMA; Fruit and Vegetable Braneh, Market Programs |) 
vision; Chief, Citrus Fruit Section. 
1943-46: United States Army Air Ferces, plans and training officer, major. 
1946: USDA, PMA; Fruit and Vegetable Branch, Processed Marketing 1) 
vision; Chief, Citrus and Preserve Section. 
1946-50: USDA, PMA; Fruit and Vegetable Branch, Assistant Director. 
195C to present: USDA, PMA; Fruit and Vegetabie Branch, Deputy Direct 
Watson, Drexen D. 
Date of birth: August 24, 1903. Title: Director, Grain Branch. 
Education 
High school graduate: 1 year civil engineering, University of Oklahoma 
Norman, Okla. 
Exp rve Ce 
1924-37: Webster, Kans., engineering draftsman. 
1937-38: State highway department, Boise, Idaho, engineering draftsman. 
1938-41: USDA, AAA; Payette County Agricultural Conservation Association 
secretary, Payette, Idaho, also operated own farm 
1941-46: USDA, AAA, and PMA; farmer fieldman and State committeema: 
Boise, [Idaho 
1946-50: USDA, PMA-CCC; commodity office, field representative of Director 
Portland, Oreg. 
1950 to present: USDA, PMA; Grain Branch, Director 
McArtruvuk, WILLIAM 
Date of birth: July 15, 1886. Title: Deputy Director, Grain Branch. 
Ed calio? 
Iowa State College, Ames, Iowa, B. 8. A. 1910, M.S. A. 1923 (animal hu 
bandry 
Expe rvence 
1910-13: Commercial Land Co., superintendent of farms, Muskogee, Okla 
1914-33: Farming for self. 
1933-35: USDA, AAA: State committee member, Des Moines, Iowa. 
1935-87: USDA, AAA; field supervisor, Mason City, Iowa. 
1 
i 


1937-40: USDA, AAA; Commodity Loan and Crop Insurance Section, Chit 


1940-45: USDA, CCC; Grain Division, Director. 
1945 to present: USDA, PMA; Grain Branch, Deputy Director. 


Troyer, Atvay F. 
Date of birth: Julv 16, 1893. Title: Deputy Director, Grain Branch. 
Hducation 
Purdue University, 1911-36, 24 weeks of agricultural short course work 
Ex perience 


1910-35: Farmer 
1935-38: USDA, AAA; farmer fieldman, Indiana 
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1938-40: USDA, AAA; North Central Division, supervising commodity loan 
activities. , 

1940-41: USDA, CCC; Grain Division, Assistant Director. 

1941-42: USDA, CCC; Corn Section, Chief. 

1942 44: USDA, AAA: Supervised activities of 10 county agricul Itural con- 
rvation associat ions. 

1944-49: USDA, AAA, and PMA; commodity loan program specialist, Indiana. 

1949-49: USDA, PMA; field representative, coordinating CCC programs, 
working with State PMA and county agricultural conservation committees. 

1949-51: USDA, PMA; Transportation and Warehousing Branch, Deputy 
Director. : 

1951 to present: USDA, PMA; Grain Branch, Deputy Director, responsible for 
rocurement, lease, and maintenance 


RrEp, Harry E 


I I< 


Dete of birth: August 31, 1892. Veteran. Title: Dire ctor, Livestoek Bret ch. 
Education 


{ niversity | of Missouri, 1914, B. S. animal husbandry; Kansas State Colleg 
1928, M.S. sgriculturel economies. 


I rperience 

1914-1] Meneged 700-2.cre farm, Macon, Mo. 

1917-19: United Ststes Arm v. 

1919-21: Mens.ced 700-acre form, Macon, Mo. 

1921: Kansas State College, extension work in horse husbandry. 

1921-23: University of Arkansas, assistant professor of animal husbandry. 
1993-31: Kensss Stete College, professor of animal husbandry. 
1931-39: USDA, BAE; foreign egriculture|! relations; marketing specialist 


and agriculture! commissioner. 
1939-42: USDA, BAE, end Agriculture] Marketing Services: Assistant Chief 
1942-45: USDA, Food Distr ibution Administration and successor ggencies; 
Livestock end Meets Br ancl , Chie 
1945: USDA: Office of Mi: r} ara Services, Deputy Dire ctor. 
1945 to present: USDA, PMA, Livestock Branch: Director. 


Pettus, Davin. M. 


Date of birth: February 7, 1915. Veteran. Title: Deputy Director, Livestock 
Branch. 


Kducation 


University of Kentucky, 1938, B.S. farm economies; University of Kentucky 
1940, M.S. economics. 


’ 


1934-40: Agricultural experiment station; part-time laborer, creamery in- 
spector, and graduate research assistant in marketing; Lexington, Ky. 

1940-41: USDA, BAE; agricultural economist, Little Roc 

1941-42: USDA, Surplus Marketing Administration; agricultural economist. 

1942-42: USDA, Agricultural Marketing Administration; marketing specialist. 

1942-48: USDA, Food Distribution Administration, Livestock and Meat 
Bre anc h; agricultural economist, fats and oils, livestock and meats, in connection 
vith lend-iease program. 

1943-44: tC SDA, FDA, Livestock and Meats Branch; marketing specialist. 

1944-46: United States Navy, lieutenant (jg), Supply Corps 

1946-51: USDA, PMA, Livestock Branch; marketing specialist, agricultural 
conomist. 


1951 to present: USDA, PMA, Livestock Branch, Deputy Director 





TERMOHLEN, Wo. D. 
Date of birth: June 20, 1898. Veteran. Title: Director, Poultry Branch. 


Mducation 
Jowa State College, B. S. 1925, M. A. 1927 
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Experience 
1925-26: Albert Dickinson Feed Co., in charge poultry product house. 
1927-33: Lowa State College, assistant extension professor and research assi 
ant, educational programs with farmers and marketing people on eggs and poult: 
Ames, Iowa. 
1933-40: USDA, AAA, Special Crops Section, Poultry Unit, agricultura 
economist. , 
1940-42: USDA, Surplus Marketing Administration, Poultry Division, agri- 
cultural economist. 
1942-44: USDA, SMA and successor agencies, Chief, Poultry Division. 
1944-45: USDA, Office of Distribution, Chief, Dairy and Poultry Branch. 
1945: USDA, Office of Marketing Services, Chief, Poultry Products Divisik 
1945 to present: USDA, PMA, Poultry Branch, Director. 


MituerR, Hermon I. 
Date of birth: February 4, 1907. Title: Deputy Director, Poultry Branc! 


Education 


University of Nebraska, B. S. and M. A.; Cornell University. 


'r pe ence 

1933-30: Cooperative extension service, ‘braska College of Agricultuy 
assistant economist, Lincoln, Nebr. 

1936-40: Cooperative extension service, University of Vermont College 
Agriculture, assistant economist Burlington, Vt. 

1940-42: Cooperative extension service and BAE State representative, Ney 
Brunswick, N. J., in land-use program. 

1942: National Co-op Milk Producers Association (private enterprise), ecor 
mist. 

1942-46: USDA, Extension Service, senior extension economist. 

1946 to present: USDA, PMA, progressively responsible positions in the Poultry 
Branch as Chief, Program Division; Chief, Research Division; Assistant Director 
and Deputy Director. 

THIGPEN, JAMES F, 

Date of birth: September 18, 1906. Veteran. Title: Director, Tobae 
Branch 
Education 

Guilford College, N C., 1923-24: University of Connecticut, 1928 Bt. B. s 
economics: Massachusetts State College, 1932-33 (part time) economics; Amherst 
College, 1932-33 (part time), economics; Harvard University, 1930-33. 


Experience 
1933-42: USDA, AAA; development and administration of programs 01 


tobacco, potatoes, and agricultural conservation. 
1942—43: USDA, CCC; special assistant to the president of CCC 
1943-45: United States Army, fiscal and contracting officer in procurement, 


storage, and shipping of perishable foods. 
1945-48: USDA, PMA, Tobacco Branch, assistant director 
1948 to present: USDA, PMA, Tobacco Branch, director. 


WRATHER, STEPHEN E. 
Date of birth: August 7, 1902. Title: Deputy Director, Tobacco Branch. 


Education 
University of Kentucky, 1923-27, agronomy, economies and marketing 1932-33 


Ex pe rience 

1927-32: Kirksey High School, vocational agriculture teacher, Kirksey, Ky. 

1933-34: High school principal and vocational agriculture teacher. 

1934-40: University of Kentucky, assistant in marketing. 

1940-42: USDA, BAE, Division of Agricultural Finance, associate agricultural! 
economist on actuarial basis for insuring tobacco yields. 

1942-43: Office Price Administration, economist, justifying price action. 

1943-47: USDA, Food Distribution Administration, Office Marketing Services 
PMA, marketing specialist and economist. 

1947 to present: USDA, PMA, Tobacco Branch, Deputy Director. 








ral 
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HuptLorr, Martin J. 


Date of birth: Nov. 10, 1902. Veteran. Title: Director, Transportation and 
Warehousing Branch. 


Education 


University of Montana, 1921-25, accounting, B. A. 1925. 
Expervence 

1925-32: Anaconda Copper Mining Co., assistant chief, cost accountant, 
Anaconda, Mont. 

1932-33: Deer Lodge County Relief Administration, chief fiscal officer, Ana- 
onda, Mont. 

1933-35: Montana Relief Commission, comptroller, Helena, Mont. 

1935: New Mexico Relief Administration, comptroller, Sante Fe, N. Mex, 

1935-41: United States Treasury Department, Commissioner of Accounts, 
accountant-in-charge. 

1941-42: Federal Works Agency, Office of Administrator, Assistant Chief. 
accountant. 

1942-46: United States Army, War Department, colonel. 

1946: USDA, PMA; Consultant to Assistant Administrator on fiscal problems, 
ete 

1946-47: USDA, PMA, Office of Administrator, Deputy Assistant Adminis- 
trator for Fiseal and Inventory Control. 

1947-49: USDA, PMA, Office of Administrator, Comptroller for CCC-PMA 

1949: USDA, PMA, Shipping and Storage Branch, Director. 

1949 to present: USDA, PMA, Transportation and Warehousing Branch, 
Director. 

RAEDER, CHARLES E. 


Date of birth: December 21, 1902. Veteran. Title: Deputy Director. 
Transportation and Warehousing Branch. 
Education 

George Washington Universitv, 1921-22: National University Law School 
1930-33, LL. B.; La Salle Extension University, 1924-25, traffie management 
Southeastern University, 1926, accountancy. 


Southern Railway Co.; adjustment clerk. 
Sclf-emploved; musician, 
Fruit Growers Express Co.; chief clerk of claim department; Wash- 


United States Navy, lieutenant commander, assistant to supply 
inventory control and outgoing-stores officer. 
16: USDA, PMA, Shipping and Storage Branch; assistant to Director 
USDA, PMA, Shipping and Storage Braneh; Assistant Chief and 
Chief— Storage Division. 
1946-49: USDA, PMA, Shipping and Storage Branch, Program Operations 
Division, Chief. 
1949-51: USDA, PMA, Transportation and Warehousing Branch, Storage 
Expansion Program Division; Chief. 
1951 to present: USDA, PMA, Transportation and Warehousing Branch 
Deputy Director. 
Rainey, Hiram W. 


Date of Birth: November 10, 1891. Veteran. Title: Director, PMA com- 
nodity office, Atlanta, Ga. 
Education 
Georgia Southwestern College, 3% vears, general course, 1908-11; Georgia 
School of Technology, 2% years, civil engineering. 
EB perience 
1914-16: J. B. MeCrary Co., instrument man, foreman and resident engineer, 
Atlanta, Ga. 
1916-17: City engineer, Rowland, N. (¢ 
1917: County highway engineer, Lumbarton, N. C 
1917-19: United States Army. 


‘ 


93987—52——20 
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1919: Self-employed making private land surveys, building estimates 
general engineering work. 

1920-22: County highway engineer, Lumbarton, N. C. 

1922-24: North Carolina State Highway Commission; resident engi 
Asheville, N.C. 

1924-33: Biltmore Conerete Co.; president and general manager; Ashe 
N.C 

1933: USDA, Forest Service; project superintendent, CCC eamp, Ashe 
N.C. 

1933-34: USDA, Forest Service; associate engineer and civil engineer, At 
Ga., doing field inspection. 

1942-44: United States Army Corps of Engineers; Assistant Chief, and ( 
of Operations Division, Marietta, Ga 

1944-45: USDA, Office of Labor; division engineer in connection wit] 
construction and dismantling of labor centers. 

1945-48: USDA, PMA, Labor Branch; Acting Chief and Chief, Atlanta, G 

1948 to present: USDA, PMA-CCC; PMA Commodity Office, Atlanta, | 
Director. 

Mosetey, C. Hinary 


Date of birth: May 25, 1911. Title: Assistant Director, PMA Commod 
Office, Atlanta, Ga. 


Ed ication 


Colorado College, graduated, electrical engineering. 


Ex pe rience 

1932-33: Texas Highway Department; engineering aide. 

1933-41: USDA, AAA; collaborator, College Station, Tex. 

1941-48: USDA, AAA; associate cartographic engineer and senior adminis 
tive assistant, College Station, Tex., checking performance. 

1943-47: USDA, AAA, and PMA, Performance Section; Chief (served 
United States merchant marine from June 1944 to September 1945). 

1947-48: USDA, PMA; administrative officer, coordinated and helped 
develop programs with State offices, ete. 

1948-50: USDA, PMA; Administrator’s fieldman, Atlanta, Ga., and Aub 
Ala 

1950 to present: USDA, PMA-CCC; PMA Commodity Office, Atlanta, 
Assistant Director. 

(Norr.—Since January 3, 1952, has been Acting Director for the PMA Co 
modity Office, Dallas, Tex. 


HaRTMAN, WILLIAM A. 


Date of birth: August 9, 1895. Veteran. Title: Assistant to the Director 
Programs, PMA Commodity Office, Atlanta, Ga. 
Education 


University of Wisconsin; Ph. D., agricultural economics 


Ex pe rience 
2 vears: University of Wisconsin; instructor of agricultural economics 
1928-34: USDA, BAE: agricultural economist 

1934-35: USDA, AAA, Land Policy Section; regional director. 

1935-388: USDA, Resettlement Administration; regional director, Gaines\ 

Fla 
1938 


13: USDA, BAE; regional director, Atlanta, Ga, 
1943-45: United States Army, lieutenant colonel with American miilitary 


ernment in Italy; Director, Agricultural Subcommission and also in Pacific : 
as Chief Economic Planning Officer for occupation Japan. 
1945-46: USDA, BAE:; regional director, Atlanta, Ga 
1946-48: United States Veterans’ Administration: regional budget ofl 
Atlanta, Ga. | 
1948-50: USDA, PMA Commodity Office; Assistant to Director, Atlanta, ‘ 
1950 to present: USDA, PMA Commodity Office; Assistant to Director 
Programs, Atlanta, Ga. 








— 


Oo 


BRADLEY, Grorce D, 


Date of birth: April 9, 1898. Title: Director, PMA Commodity Office, 
Chicago, Il. 
lucation 
Wabash College; A. B., major in economics. 
per~ience 
1922-28: Teacher and high-school principal. 
1928-32: Foreman in charge of milk processes and milk-process 
1932-37: Farmer. 
1937-39: USDA, AAA; farmer fieldman. 
1939: USDA, AAA; member State committee, Indiana. 
1939-42: USDA, AAA, North Central Region: Assistant to Director. 
1942-46: USDA, CCC; regional director, Chicago, Il. 
1946 to present: USDA, PMA-CCC, Grain Branch Office 
Office, Direetor, Chicago, Ill. 


ing plants 


Director; Commodity 


SMITH, Marvin C. 


Date of birth: April 3,1909. Veteran. Title: Assistant Director for P 


rograms, 


ut 
P\MIA commodity office, Chicago, Il 


Education 
University of Wisconsin, B. A., Commerce. 


Ex pe ree nce 

1934-37: Cooperative Warehouse Co., bookkeeper. 

1934-36: USDA, AAA; treasurer, township chairman, and county chairman, 
‘ounty committee. 

1936-38: USDA, AAA, State office, farmer fieldman, Wisconsin 

1938-40: USDA, AAA, State office, statistician, Wisconsin. 

1940-43: USDA, AAA, State office, supervising agricultural conservation 
program Operations for payment; Chief of Administrative and Fiscal 
Wisconsin. 

1943-46: USDA, AAA, and PMA, Special Services Section, State office, chief, 
responsible for war food programs, Wisconsin (approximately 2 vears of this 

riod spent in military service). 

1946-48: USDA, PMA, State office, responsible for audit 
activities, Wisconsin. 

1949-50: USDA, PMA commodity office, field representative, Chicago, I] 

1950 to present: { SDA, PMA commodity Cc Assistant Director 
grams, Chicago, Ill 


secrior 


1OT), 


and statisti 


for Pro- 
LIVINGSTON, MANForD R. 


Date of birth: March 25, 1896. Title: Assistant Direct 
PMA commodity office, Chicago, I] 


or Tor 


cation 


[ diana State Normal, one term; Moores Hill College, \Ioores Hill, Ind., ] 


1914-18: Publie school teacher 
1918-28: United States Treasury Department, from clerk to field office 
tor, 
1930-33: United States Departmet t of Justice, field office inspector. 
1933-34: , AAA, fiseal accountant. 
1935-46: US , Farm Security Administration, accountant. 
1946-50: US , PMA, Fiscal 
on staff. 
1950 to present: USDA, PMA commodity office, Assistant Director for Man- 
igement, Chicago, Ill. 


in- 


Branch, constructive accountant, field super- 








306 
Watson, Wituiam J. 


Date of birth: August 1,1912. Veteran. Title: Assistant Director for Mana 
ment, PMA Commodity Office, Dallas, Tex. 


Education 
Benjamin Franklin University, 1939-41, 1% vears accounting and business 
Southern Methodist University, 1946, night school. 


Er perience 

1932-33: Herbert Schwartz drug firm, sales clerk and bookkeeper assist 
Nashville, Tenn. 

1933: United States Department of Commerce, Census Bureau, timekeep 
Nashville, Tenn. 

1933-35: Herbert Schwartz drug firm, sales clerk and bookkeeping assis 
Nashville, Tenn 

1935-36: United States Department of Interior, National Park Service, c 
Gatlinburg, Tenn 

1936-37: United States Senator Nathan L. Bachman, legislative clerk, ¢ 


tanooga, Ten 
1937-38: United States Senator George L. Berrv, legislative clerk, Pres 
HLlome, Tem 


1938-41: USDA, Surplus Marketing Administrator, Fiseal Division, assist 


USDA, SMA, Budget Division, Budget Section, assistant to chief 
12: USDA, Agriculture Marketing Administrator, accountant; assist 
hief of regional accounting office, Dallas, Tex. 
1942-44: USDA, Food Distribution Administrator, accountant; assistant 
of regional fiscal division and budget officer, Dallas, Tex. 

1944-45: United States Army. 

1945-46: USDA, PMA, administrative officer; conducting analvses of progra 
and administrative operations; prepared reports; maintained budgetary control: 
recommended improvements in procedure; prepared regional budget estimat 
Dallas, Tex. 

1946-47: USDA, PMA, Budget and Management Branch, Area Budget a 
Management Office, administrative officer, Dallas, Tex. 

1947-48: USDA, PMA, Budget and Management Branch, area budget 
management officer, Dallas, Tex. 

1948-50: USDA, PMA, area management officer, Dallas, Tex. 

1950 to present: USDA, PMA commodity offiee, Assistant Director for Man: 
ment, Dallas, Tex. 


Coxe, JAMES A. 


Date of birth: December 18, 1890. Veteran. Title: Director, PMA ¢ 
modity Office, Minneapolis, Minn. 


Education 
St. Joseph Business University, St. Joseph, Mo., 2 years, business admit 


tion. 


E: pe ree rice 
1910-14: Terminal grain elevator, accountant and supervisor. 
1914-17: Nye, Sehneider & Fowler Grain Co., treasurer and traffic manag 
1917-19: Military service. 
1919-21: Nve, Schneider & Fowler Grain Co., treasurer and traffic manage: 
1921-30: Nve & Jenks Grain Co., manager, grain merchandising departm 
1930-38: Farmers National Grain Corp., vice president. 
1938-40: USDA, CCC, special assistant (wheat loans). 
1940-41: USDA, CCC, sales representative, Minneapolis, Minn. 
1941-46: USDA, CCC, regional director, Minneapolis, Minn. 
1946 to present: USDA, PMA, Director, Grain Branch Office; Director, P\A 
Commodity Office, Minneapolis, Minn. 








MATTHEWS, GLENN I, 


Date of birth: November 2, 1902. Title: Assistant Director for Programs, 
PMA Commodity Office, Minneapolis, Minn. 
Education 

Jamestown College, Jamestown, N. Dak., B.S. 1925, major in chemistry and 


physics. 


Expervence 

39: Farm operator, Steele, N. Dak. 

30: USDA, AAA, Kidder County Conservation Association: community 
ommitteeman, chief clerk, administrative assistant, and crop insurance super- 
sor, Steele, N. Dak. 

1989-41: USDA, AAA, State committee, junior field officer, Fargo, N. Dak. 
1941-44: USDA, CCC, field representative, Minneapolis, Minn. 
1944-46: USDA, CCC, Grain Division, marketing specialist. 
1946 to present: USDA, PMA-CCC commodity office, 
programs, Minneapolis, Minn. 


HaAspRAY, JOSEPH 


Date of birth: May 6, 1915. Title: Assistant Director r Management, 
PMA Commodity Office, Minneapolis, Minn. 


Education 

George Washington University, | vear night school, 1937-39; American Uni- 
versity, 1 year night school, 1988-40; Benjamin Franklin University, B. C. 8., 
1945. Major in publie and business administration; University of Minnesota 
extension division, advanced problems in grain marketing, 1951. 
Ex pe rience 

1935-42: RFC and USDA, CCC: messenger, personnel clerk, administrative 
assistant, and personnel officer. 

1942-45: USDA, CCC, Administrative Division 

ng director. 

1945-45: USDA, CCC, Administrative Services Divi 

1945-47: USDA, PMA, Budget and Management 

aivst 

1947-50: USDA, PMA; staff assistar 

odity Operations. 

1950 to present: USDA. PMLA com 

ment: Minneapolis, Minn 


DONALD | 


Direetor, 


{ 
t 
| 


quitable 


11: Equitable Life Insuranec 
viser: Mason City, lowa 
941-42: USDA, CCC; agricultural 
1942-45: USDA, Office of Supply 
cago office 
945-49: USDA, PMA commodity of 
grain, Chieago, Ill 
949-50: USDA, PMA co odity of 
150 to present: USDA, PMA) commodit 


Mimo 
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Cowan, JoHN C. 


Date of birth: September 5, 1894. Title: Assistant Director for Prog: 
PMA Commodity Office, Kansas City, Mo. 


| graduate 


Ex pe "te NCE 
1914-34: Owned and operated wheat and livestock farm Athol, Kans. 
1934-39: USDA, AAA, Smith County Agricultural Conservation Associa 
compliance work, county committeeman, and chairman of county comm 
Smith Center, Kans. , 
1939-41: USDA, AAA; field officer; Manhattan, Kans. 
1941-46: USDA, CCC; field representative; Kansas City, Mo 
1946 to present: USDA, PMA-—CCC; administrative officer 
director for programs, commodity office; Kansas City, Mo. 


ANDERSON, THEODORE H. 


Date of birth: August 16, 1913. Title: Assistant Director for Managen 
PMA Commodity Office, Kansas City, Mo. 


Education 
Marquette University, B. S. 1936, business administration; graduate wor! 
American University in public administration. 


Ex pe “LENCE 

1936-41: CMSTP Railroad; passenger representative; Milwaukee, Wis. 

1941-42: USDA, Secretary’s office; transportation rate and traffic clerk. 

1942-43: USDA, Agricultural Marketing Administration; assistant invest 
gator (job classification 

1943-44: USDA, Food Distribution Administration; personnel technician 
classification). 

1944-45: USDA, FDA, and successor agencies, Personnel Division; admi: 
trative assistant and assistant chief. 

1945-46: USDA, CCC; Chief, Regional Personnel Division; San Franc 
Calif. 

1946-48: USDA, PMA, Budget and Management Branch; Acting Chief a 
Chief, Area Personnel Division; Chicago, III. 

1948-50: USDA, PMA, Budget and Management Branch; area budget 
management officer: Chicago, Il. 

1950 to present: USDA, PMA commodity office; assistant director for mana 
ment; Kansas City, Mo. 

Biaacs, FRANK P. 


Date of birth: October 24, 1891. Veteran. Title: Director, PMA Commod 
Office, New Orleans, La. 
Education 

Rutherford Junior College, 1 vear; Oak Ridge Institute 
Business College, 1 vear. 


Ex pe rie nce 

1909-11: Leakwall & McRae; Rockingham Foundry and Machine Si 
machinist helper: Rockingham, N. C. 

1912-17: CC Chamness, general merchandising store; bookkeeper; Blen] 
S. C. 

1917-18: United States Army. 

1918-22: CC Chamness, general merchandising store; assistant manager : 
bookkeeper; Clenhime, S. op 

1922-34: North Carolina Cotton Growers Cooperative; supervisor, shipp 
department; office manager: assistant secretary and treasurer; Raleigh, N. ¢ 

1934-35: RFC, CCC; administrative assistant 

1935-40: RFC and USDA, CCC; assistant treasurer. 

1940-41: USDA, CCC, Cotton Division: Assistant to Director. 

1941 to present: USDA, CCC, PMA commodity office; director; New Orlea 
La. 
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JONES, GLENN M. 
Date of birth: January 29, 191C. Title: Assistant Direetor for Progran 
PMA commodity office, New Orleans, La 


Education 
LL. B. degree. 
ence 


>to 1937: E xperience gener 


} 
a 


is- REC and USDA. CCC 


lin nature. Emploved by CCC in 1935 

administrative assistant and administrative 
New Orleans, La. (warehouse operations and investigations). 

{3 to present: USDA, CCC-PMA commodi flice, Assistant Director f 

vrams, New Orleans, La 


Or 
1OT 


Date of birth: January 13, 1903. ° istant Director Management. 
PMA Commodity Office, New Orleans, Ls 
Kd ication 
10 vears of secondary edue: 
Expe rience 


1920-31: Newman Bros. & Worms, New Orleans. La.. 
1931-40: American Cotto 


rations, New Orleans, I 


1940-41: State of manager of tabulating department 

1941-43: USDA, CCC, cler nd Chief of Tabulating Section. New Orlear 

1943-49: USDA, PMA-CCC, commodity office, administrative officer 
assistant to Director, New Orleans, La 

1949-50: USDA, PMA 


commodity office, Commodity 
Orleans, La 


perative Associati supervi 
sa 


Louisiana, 


Division, Chief, 
1950 to present: USDA PMA 


commodity office, Assist 
agement, New Orleans, I 


istant 1) reetor for 


! i ( MW LOT 
ire 


Rautpw Y,. 
date of birth: 
York, N. ¥ 


September Director, PMA 


c 
On 
igh-school graduate. 
perlence 
1911-1 
L915 


1920 


. Youngstown, Ohio. 
General Fire Proof Co 


}: 
) 


cost and purchasing clerk 
n dairy farm, Madison 
paste urization and re 
“Ps Pee hen land bank appral oT Madison County 
): Madison County arm gree \ssociatior 
County, N. ¥. for was member of 

iu executive committee, ser ‘hairman for 4 vear 
936-37: USDA, AAA, Agricul } 


nservation Asso 


iral n ociation, county super- 
r, Madison County, N. Y. 


we 
$12: Owned and operated ow 
923-25: D. F. Putnam, 
1932-35: 
t 


ailing of 
1935 


(son 


men ibe r board of directors, 


1934-42: USDA, Farm Credit Administration, 
ing “om 1937 to » 1942. 
14: USDA, AAA, State comimitteeman, Onei 
1945: Hull & Wheaton, pecting rae 
a 

1945: USDA, CCC, Office of Basie Commodities, consults 

1945-47: USDA, PMA, Field Service Branch, administ 
nistr: 

949-50: USDA, PMA, Grain Branch, fiel 1 ay presentatit 


racuse Production Credit Association, serving as president fr 
estimating, inspecti 
for beating and plumbing contractor: [thar 'N, Y 
1947-49: USDA, PMA, Administrator’s Office, admi 
950 to present: USDA, PMA commodity office, Direct 
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Mauey, Austin P. 


Date of birth: September 25, 1911. Title: Assistant Director for Progr: 
PMA Commodity Office, New York, N. Y. 
Education 

Holy Cross College, A. B., 1933; 1% vears Columbia University, Washing 
D. C., with major in accounting. 
Ex pe rLernice 

1934-42: United States Treasury Department and USDA, AAA, clerk. 

1942-43: USDA, CCC, Foreign Purchase Division, administrative assist 
New Yorl 

1943-44: USDA, CCC, administrative assistant, analyzing and evalua 
operations of the CCC regional office, New York. 

1944: USDA, CCC, administrative analvst, analyzing program develop 
and management controls, New York. 

1944-45: USDA, CCC, accountant, New York. 

1945-46: USDA, CCC, Office of Basic Commodities, administrative off 
New York. 

1946-50: USDA, PMA commodity office, Assistant Director, New York. 

1950 to present: USDA, PMA commodity office, Assistant Direétor for Pr 
grams, New York. 

KIEFER, CHARLES F. 

Date of birth: July 1, 1911. Veteran. Title: Assistant Director for Manag 
ment, PMA commodity office, New York, N. Y. 
Education 

George Washington University, A. B., 1940; Harvard, majorin history, eco! 
ics, political science, public administration, law—-MPA, 1941. 
i'r pe r7vence 


1931-34: 


Department of Commerce, messenger. 


1939 


3 
1934-39: USDA, AAA, machine operator and clerk. 
I 


1: USDA, BAE, Division of Farm Management and Cost, administra- 
tive assistant 
1941-42: USDA, BAE, Division of State and Local Planning, administra 
assistant, Boston, Mass 
1942-43: USDA, Agriculture Marketing Adminisrtation, administrative officer 
in connection with acquisition of expansion facilities, ete. 
1943-46: Military service, captain 
1946: USDA, PMA, Shipping and Storage Branch, administrative officer 
1946-47: USDA, PMA, Shipping and Storage Branch, assistant to C 
nistrative Division 
USDA. PMA, Budget and Management Branch, Budget Divi 
analvst and assistant to Chief, Estimate Section. 
‘. { SDA. PMA Cc ymmodits office, Assistant Director for \I 
Cit 
KippLeE, Ciype L. 


September 1,1891. Veteratt. Title: Director, PALA comme 
1. Ore: 


1 vear: Holmes Business College, Port 


} 
1 1 


self ecmpioye d, general ‘rehandise and livestock feeding, Island ¢ 
38: Operated own farm including livestock, La Grande, Oreg 
10: USDA, Federal Crop Insurance Corp.; collaborator without 
La Grande, Oreg. 
{ SDA, AAA, western l - field section; field officer: Corv: EA 


> USDA. AAA, Union County Agricultural Conservation Associat 
rand supervisor; La Grande, Oreg. 
USDA. AAA. western region; administrative assistant; Corva 








1942-45: USDA, AAA, western region; administrative officer, crop insurance 

snecialist; Corvallis, Oreg. 

1945-46: 1 
1946-47: 1 


is 


DA, CCC; field representative, Grain Branch; 


Portland, Oreg. 
SDA, PMA-CCC, commodity office: 


assistant director; Portland, 
()r¢ 


194 


7 to present: USDA, PM \ commodity office: direet rs Portiand Oreg 


Harris, R. M. Sipney 


1 


Date of birth: October 21, 1911: Vet 


eral 
litv office, Portland, Oreg. 


Idaho 


34: United 
n applications 
topographic ent 


WPA: assistant 


ate of birth: 
Francisco, C 


hon 


1931, 


3 , 
dman: Berkeley, 


imurance specilatis 
fornia State com 


executive officer. 


1945 Ay ike USDA, PM Ue €xec ve assistant 
ian State office. 

1947-48: USDA, PMA: executive officer, California State 
48: USDA, PMA commodit i 


48 to present: USDA, PMA commodity office; director 


} 


and assistant 
acting director: San 


Croasmun, Homer QO. 


of birth: Julv 16, 1915. Title: Assistant director, PMA commodity 
» San Francisco, Calif. 


on 


Southeastern University, 1935; Lincoln (Nebr.) School of Commerce, 1936; 
Extension University, 1940; George Washington University, 1944; 
it general, IBM School, 1945; USDA Graduate School, 1948. 


CMLCE 


12: United States Treasury Department; from clerk 1 
s and Reports Division; Lincoln, Nebr. 
1942-46: United States War Department, Fiscal Branch; administrative assist- 
t and administrative officer. 
1946-50: USDA, PMA, Fiscal Branch; constructive 


ipervisor 


1950 to present: USDA, PMA commodity office; assistant director; San 
ne ( lif 


Oo assistant chief of 


accountant and _ field 
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Mr. Wrurrren. I also would like to know at this point orall, 
many employees you have had through this period of vears, in 
figures. You can show that exactly by vears in the record. 

Secretary Brannan. In the Commodity Credit Corporation 
in the Production and Marketing Administration? 

Mr. Wuirren. Carrying on the work of the Commodity ( 
Corporation. 

Mr. Grtsster. You see, vou have to separate those figures. D 
the period since PMA was established in 1945, 1 think they ra 
all the way from nearly 18,000 people in the total employ of 
down to a point of about 10,000. 

There was a division of responsibility. State committeeme: 
example, were listed in that group, but thev devoted a goodly po 
of their time to other programs and to other activities. 

We could obtain such figures. 

Mr. Wuirren. We will pass over that for the time being, an 
can place the figures in the record. 

The material referred to is as follows: 

} 


Van-months of ¢ mployment on CCC activities by months, fiscal year 


ludes man-months fi ed from funds transferred to other agencies} 


Mr. Wuirren. Now, I would like to know, under your orga 
tional set-up, who makes the policy for the handling of these st 
contracts? 

Mr. Getssuer. The policy is made by the Board of Directors 

Mr. Warren. And that Board of Directors consists of wl 
I mean not only at the present time? [ mean, how many of then 
departmental folks? How many are ex officio, and how man) 
appointed from private trade? 

Mr. Grisster. Now, I cannot give one answer for the entire p: 

Mr. Warrren. | am talking about today’s situation with refer 
to the organizational structure. What that is is what I am inte: 
in. 

Mr. Grisster. As of today the Board’s membership consis! 
the Secretary, the Under Secretary, and the Assistant Secretar) 
Administrator, and the Deputy Administrator of the Production 
Marketing Administration, and Mr. Kruse, Assistant Administra! 
for Commodity Operations, together with Mr. Wells, the head o 
Bureau of Agricultural Economics. 

Mr. Wuirren. Do vou have any outside persons? 
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Mr. Getsster. We have the outside CCC advisorv committee to 
the Secretary, as provided under the law. , 

Mr. Wuirten. You might put into the record at this point the 
names of the advisory committee, as of the present time. 

(The material referred to is as follows: ) 


CCC Apvisory Board Memerrs 


ood M. Brooks, 300 Ovden Street, Denver, (‘o oO, 
Erle Cocke, Sr., president, Fulton National Bank, Atlanta, Ga. 
seymour [°. Harris, 10 Trail! Street, Cambridge, Mass. 
\ibert KK. Mitchell, Tesquesquite Raneh, Albert, N. Mex. 
Sterry R. Waterman, St. Johnsbury, Vt. 


Mr. Wutrren. Now, the Board evolves the policy for the handling 
if these storage contracts and other policy matters of the Corporation. 
The course of procedure in line with the policy is sent out to the district 


omeces. 

Now, how many district offices do you have? 

Mr. Kruse. We have eight now. We have had nine but the ones 
at Atlanta and New Orleans are in the process of consolidation. 

Secretary BRANNAN. Let us be clear here. That is with reference 
to the handling of the inventory of commodities. 

Mr. Warren. Yes; that is what I wanted. 

Secretary BRANNAN. Now, with reference to the handling of loans, 
which is the primary business, we have an office in every State in the 
Union, and a county office in every agricultural county. 

Mr. Wairren. [am just dealing with the carrying out of your policy 
now. Let us see what you do from the top dewn insofar as getting 
vour policy to the field. 

Mr. Grtsster. Well, of course, the Administrator’s office has the 
over-all responsibility of carrying out the policy as determined by 
the Board of Directors. In the case of the commodity operations, 
the next line of authority is the Assistant Administrator for Commod- 
itv Operations, Mr. Kruse, and his staff. 

Under their responsibility, the operational responsibility goes out 
in two directions, the commodity branch offices that Mr. Kruse 
described being one arm of that operation having to do primarily with 
the handling of the commodity after the Commodity Credit Corpora- 
tion has taken title to it. 

The other arm goes out through the Assistant Administrator for 
Production, and has to do with the price-support activities at the 
farmer level where loans are made and purchase agreements are 
entered into and where the commodities are stored initially. 

Mr. Wuirren. So vour regulations go all the way. The regula- 
tions go out to your district offices, then your State offices, and then 
to the county offices, telling them where their responsibility begins 
and ends? 

Mr. Geisster. That is right. There is one other step in there that 
| should mention. That is that the commodity branches in Wash- 

ngton have a major responsibility in developing procedure and imstruc- 
tions under the general direction of Mr. Kruse in carrying out these 
policies, which instructions provide the procedure for the commodity 
office and State and county committee operations. 

Mr. Chairman, all of the basic program provisions come before the 
Board of Directors of CCC for approval before a program is begun. I 
am talking about the operational procedure after that. 
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DECENTRALIZATION OF STORAGE AND TRANSPORTATION 
RESPONSIBILITIES 


At this point I would like to comment on one item that I be! 
was raised the other day in the report of the investigators, In conn 
tion with the decentralization of storage and transportation respo 
sibilities which took place last summer. [| think the report indica 
that the investigators do not know why that occurred. 

Transportation and storage had been largely centralized in 
Transportation and Warehouse Branch of the Production and Mai 
ing Administration and separated from the commodity branches fro 
the standpoint of responsibility. 

The reorganization that took place simply amounted to this: T 
operations with respect to storage of basic commodities were put 
the commodity branches because, »s 1 think you folks can well un 
stand, the whole operation of this kind of program involves 
four things j 

One of them is procurement either as the take-over under 


or purchase agreement, or, in the case of the supply program 


purchase 


ther one is the disposition of that commodity after s 


All through that at the various stages and many times at se\ 
stages Is Interwoven the operational end of the other two items wh 
are storage and transportation. You cannot separate them and 
maximum efficiency from an operational standpoint. 

Under the previous method of operation, the transportation 
warehouse people would take over whenever the transaction requu 
storage or transportation, and immediately when a sale or an acquis 
tion took place, it had to go back to the commodity branches. 

Asa result of that, vou had constant shifting of records and respo 
bYities from one branch in the Department to another, and it requi 
maintenance of duplicate sets of records in those two branches. 

lf am merely giving this explanation for the purpose of pointu 
out to the committee that, in our opinion, there was a very g% 
reason for doing it, and our operations since that has been do 
indicates that it has smoothed out the operation and saved time a 
saved personnel. 

Mr. Kruse. Mr. Chairman, I think perhaps one thing shoul: 
made clear that is as far as the operating instructions and the polici 
are concerned, the policies do not flow through the nine area offices 
the State offices. They flow directly from Washington through 
office of the Assistant Administrator for Production to the State offi 

Mr. Gerssier. That is right. 

There is one other point, if I may state, which was also raised in 
report of the investigators, and which I think said that there was 
clear-cut line of division of responsibilities between the State 
county committeemen and the commodity offices. 

| would like to point out that our procedure provides for a cleat 
line of division of responsibility there. I have already indicated pa 
of that story. 

In the making of loans and wherever we deal with the farmers, 
county and State committeemen have full responsibility for tha! 
under instructions and policies provided by the Washington offic 

After the grain is taken over, and even when it is stored in Co 
modity Credit Corporation owned bins, the State and county con 
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mitteemen still have responsibility for it. The vy, however, keep the 

Commodity Office informed on the amount of grain out there, and 

then they await shipping instructions from the Commodity Office 
lier because the ( ‘ommodity Office determines where that grain should gO. 
nan. They are the ones that handle the disposition end of it unless it is 
Do sold locally. 

As soon as the grain leaves the CCC bins, it becomes the responsi- 
bility of the ¢ ‘ommodity Office, and there is no confusion or overlap- 
ping of responsibilities. 

Mr. Wuirren. When you study this over-all operation, the thing 
fro that frequently gets you is the matter of handling money. This 
pomaenenee in its last investigation of some of your procedures found 
T fault with the handling of money. I am convinced it is one question 
whic ‘h leads to some problems for the committee and the Department. 
| Now, we understand that the Commodity Credit Corporation has 
very few permanent employees so they use the emplovees of the 
Production and Marketing Administration to meet their needs. The 
Congress for several vears has appropriated money for the Production 
and Marketing Administration for administrative purposes. By the 
fixing of limitations, it has also provided funds for the Commodity 
Credit Corporation’s administrative expenses. 
The Congress has approved those funds in separate accounts, and 
( the report to the committee last vear by shits stigators was to the 
hich effect that, while the funds were appropriated separately, they were 
 « pooled by the Department, and then in order to report to the Congress. 
the funds were separated again. 
At that time it was reported that in numerous instances it was 
just a matter of guess in regard to the portion of time many employees 
inon PMA work as distinguished from the time put in on Com- 
modity Credit Corporation work. 
Is it the general policy of the Department to pool these funds for 
administrative purposes after they are made available by the Congress? 
\Ir. Greitssier. Considerable work has been done on that problem 
nthe last 9 months, Mr. Whitten, and I think some of our folks have 
( worked with some of the members of the staff of your committee on 
10 that problem. I know that they have been working very closely 
with Mr. Roberts. L know that we feel that the procedures which 
have been developed are more satisfactory In connection with the 
( problem that you are raising than has been the practice in the past. 
icles In our hearings before the Bureau of the Budget in connection with 
Ps 10 estimated and apportionments, we went thoroughly into the present 
| U method being used for cost accounting, for allocation and reporting 
ees of time on the program basis, and they were quite satisfied over the 
method that we are now following and are proposing to follow. 
: We can go into that in greater detail later 
S Mr. Warrren. We are trying to find out whether there has been 
anything in the organizational structure and in the policies evolved 
that may have led to these things that we have been discussing for 
h ‘ past several days 


DVISABILIYT OF SEPARATING CCC FROM PRODUCTION AND MARKETING 
ADMINISTRATION 


Now, the next question that arises is this: Wouldn’t it be better 
om- to have a separation of the employees for the Commodity Credit 
rporation to carry on the job either by assignment from the Pro- 
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duction and Marketing Administration, or just changing their cd 
nations, as against your present system where you have empl 
who owe a share of the responsibility and obligation to the Pro 
tion and Marketing work and a part of their job to the Commo. 
Credit Corporation? This present method results in  divisio: 
responsibility and makes it necessary to estimate what part is chai 
to one and what part is charged to the other. 

Then we have a further division. You have that broken down 
commodities wita regard to a whole lot of things, and you hay 
set up on an entirely different structure with regard to other matt 

Secretary BRANNAN. Well, Mr. Whitten, let me just say this 
et the perspective of what the Commodity Credit Corporat 
ly is. The Commodity Credit Corporation is not an import 
iiitv in itself in any other sense than that it is an instrumental! 
for carrving out the programs of the Department. 

Now, if vou were to wipe out the Commodity Credit Corporat 
rice-support programs which are authorized 
‘carried out by the Secretary. The Secreta 
direct all of the commodity operations, and the Secreta: 
ly the whole administrative structure which is now the PMA 


| do the total job 


J 


e 


tomorrow, all of the | 
? 
YTesSS could hy 


it somewhere back along the line some folks had the very gor 
idea that the entire financial svstem and administrative structure 
it fits into the total over-all Government type of operation could 
simplified by using a corporate entity. 
rw Commodity Credit Corporation was created 
ut | 


i ri 
rive vou an example. The Commodity Credit Corporatio: 


rt” } 
| herefore, Ul 


facilitating entity, and it serves th: Irpose 
drafts. The Comm iy edi Corporation eat Iss 

The Commodity Credit 
indebtedness that, under the law, no other type of ageney is 


Corporation can accept many fort 
‘d to do. The usual governmental systems for nonbusiness 
terprise tvpes of activity are not too adaptable to the corpo: 

‘ations of Comn odity Credit. 
Nir. Warrren. | served for a number of years on the subeommitt 
handling Government corporations, and Lama thorough convert to 
hat are many governmental operations in modern 
‘carried on through the corporate structure, and 
to carry them on through the corporate structure. 
am wondering whether we have not missed the boat by not pro 
and part of that 1s a clear-cut division of responsibility and autho: 
where the employees are members of the corporation, 

In other words, we have a corporation for certain benefits whi 
flow from the facet that the corporation can trade and deal as a cor 
ration 

Now I am wondering whether we should not also give to it 
other benefits of a corporation; namely, that of having responsibilit 
from the top straight down through, without calling on someo 
whose duties in the main are in the related work of produetion «1 
marketing, the soil program, or various other programs. [am wond: 
ing whether we would not administratively improve the operatior 

went further and made it absolutely a corporation and had 
plovees fit into it as you would in a private business 


} | ‘ } 
ing other things that would lend themselves to the corporate struct 
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| am wondering further whether, by doing that, we would not pre- 
vent some of the things that we have discovered here which may just 
rise from the complicated, divided way we have of handling these 
programs. 

Secretary BRANNAN. Mr. Whitten, I most respectfully say to vou 
hot | have not found anything here which easts anv reflections on 
he operation of the Department of Agricult 
\ir. Warren. Well, | am seeking t 
Secretarv Brannan. All right 
Lsay Vou agreed 


V1 
\ 


ir. Warren, | agree with you as to the advanta: 
: ; e: i a j 

poration. Now, having it, | am wondering 

vo Whole hog and let it work as any othe 


ure, 


he structure here, 
Now. let 


AT) 


me just sav again that 


with me, but I 


*COrpoOraulon, rather t! 
{ wie? | . ] } 
¢ dependent on some related agency Lo proviae Vou with employ 

: 4 
is, and when vou need them. 


secretary BRANN AN Well, | think the clea “-CUL DUSWe 
s reason: Let us assume that we wipe out the Com: 


Aili) 


poration. 


| think this committee, as an appropriations cominitt 
now how much money we are spending in see 
cause i the principal obligations of the 
ceed stints tn nest the te Prateatian and 
Agricuiture, executed 1 part Dy th roduction an 
ministration, but also executed 
CLES, 


by the re 


that is one o 


SCaArCil 


Then 1 think you will also want to know and see : budget 
how much it costs us to handle the commodit which pass into 
our possession as a result oF price supports by which 
mand maintain stability of production, | 


i historv, and for manv commodities, we hay 
noney tia comMModity type Of operation \ | 
va tv 


iL resp 


‘ure prod 
, VeCaUse aur some Ve 


For example, let us take beef. We have very intensely | 
ucreasing the production of beef by all of the devices that 
Je, such as increasing the earrvine capacity of 
farmers to switch their operations where desir: 


orv annual crop operation to a beef operation. 
ena pound of beef under a pri 


a 
fine 


price-support operation 
think the committee would want to know that when it 
iting funds for agricultural activities. If there 
redit Corporation, vou would still identify t 


the money 
o us for production, and you would identify 
sed for the distribution or the handling of t] 
ippen to come into our possession. 
\ir. Wurrren. We tried to do that, but we have leart 


appropri- 
{fv separately the meee 
i aracelry tl riaohey 


we COMmModities Ww hich 


immed that after 
edo it, vou put them together and operate them that way and then 
separate them and bring them back to us for accounting purposes. 
| wondered last vear, and I am still wond 


‘ring Whether that is sound 
rocedure, 

) cretary BRANN ee Yo Ss, It 1s sound proced! re, be 
[ you were the chairman of the COUNTY COTIMiitee a 


ie@t US Say 
i tee and you were 
ee aa tt ee ; thas 
per diem basis as these folks are out in the co mntry, up until the 
1° & crop comes in you would not spend a nickel or a minute of time 
a distribution matter or on a storage problem 


ence 
y Whv: Because 
ee 4 ® 4 > 
is nothing there to store. 
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It would be necessary to wait until the harvest before there is enoug! 
wheat to call upon the Corporation to exercise its price-suppor 
authority. 

Therefore, we employ you part of the time and pay you for yoy 
production activities; from another fund we pay you for the C(\ 
activities. 

Mr. Wurrren. Does not the temptation exist there, as it wo 
with you or me, if we had two bank accounts and one of them vot 
little low, to make a charge from one to the other, rather than again: 
the account where the money was low? 

Secretary BRANNAN. I do say that temptation is one thing and tha 
vood administrative instructions are another. If he follows |, 
instructions, he will not combine them. 

Now, in paving that employee, we issue him a check. The on 
difference in the check, as | understand it, is an identification down a: 
the bottom of the check of the account against which it is drawn 

Mavbe the funds all come from the same source, as much of thy 
do—by appropriations from Congress. And to that extent, vou m: 
say that the funds are combined. But for all other purposes, the fu 
are not combined and they are not pooled in the sense of the wor 
that they lose their identity. There are no funds in the Departmen: 
of Agriculture in the Production and Marketing Administration thai 
are pooled from the standpoint of losing their identity. 

Mr. Wairren. Well, I believe vou may be right as of today, b 
that has not been true until this vear. 

Secretary BRANNAN. That has always been true except that 1] 
effort to maintain the identity has not been as intensive as it is no 

Now, we could go further and use detailed time cards, as some corpo- 
rations would do in conducting a private business. But we 
dealing with farmers in the community, and the less red tape, as thi 
would call it, we have to call on them to do, the better off we ar 

Therefore, we do not have the committeeman fill out complic 
forms as to just what account is involved; but we do get from 
the type of work that he is doing and we make the allocation oursel\ 

| say to you, Mr. Chairman, that I can’t see how possibly any fi 
of anv character could flow from that or any kind of waste could {I 
from it 

Mer. Wuirren. It is not so much fraud, it is just a matter of 01 
handling and the preventing of honest mistakes, or preventing 
thing else that might show up. 

I am just posing these questions. [I am not completely clear \ 
is the best thing to do in this case. But | am pursuing, so fat 
know how, the things that may be a contributing factor to a pro! 
that has confronted this committee in the handling of its job. 

Mr. Ropertrs. May I say a word or two on this subject 
Chairman? 

Mr. Warrren. Certainly. 

\Ir. Roseris. During the course of these discussions nothing 
been developed that I can see would have any bearing on this ques 
of how the money is appropriated. 

As the Secretary has said, and as the chairman has said, ov 
past number of years, since the organization of the Production : 
Marketing Administration as a matter of fact, there has been a 
tribution of funds to Commodity branches which were perform: 
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t : mportant activities that extended beyond one given appropriation 
ote or one given fund. 
A cost analysis system was established to assure that the distribu 
on jon Was properly made, and that the funds were spent for the pur- 
oses for which they were appropriated. 
a Based on our discussions before this committee last vear, we have 
ys rther examined that cost system, and the details of it have been 
ee discussed with Mr. Pope. | think we have plugged up certain imper- 
ions that existed before which enabled a given branch, perhaps, to 
+ xceed the amount allotted to a given fund because the central office 
- | he Production and Marketing Administration would allot a given 
sum of money in total for the use of that branch, and the branch 
ector did not know what the appropriation breakdown was. 
se The ports that have been strengthened, which Mr. Geissler men- 


a oned, include the fact that how a specific allotment from L 

ind or appropriation is given to each branch so that he has the same 
ternal operating controls as though he were operating on a given 
appropriation. 

In that way, I think, we have taken care of the loophole that 
existed before which though it prevented the branch director from 
spending more than he had in total, expenditures of funds were from 
a lump-sum allotment without the central office knowing what the 
distribution was before the end of the month. I want to repeat again 
that I don’t believe anvthing has come before this committee since 
these hearings began which can be said to have any relationship to 
this fund situation, 

With respect to the setting up of a separate organization for the 
Commodity Credit Corporation, it seems to me, Mr. Secretary and 
\Ir. Chairman, that this goes back to the very issues that were before 
he Eisenhower committee when they recommended the establish- 
ent of the Production and Marketing Administration. Before that 
me, there were specialists in various commodities, such as wheat, 

ar, cotton, livestock, poultry, fruits, vegetables, and so forth, in 

marketing service activities, others in the Commodity Credit 
Corporation, and still others in the divisions that were carrving out 
some of the activities of the old food distribution admin 
Phe objective of the reorganization was to get the specialists on a 
ven commodity working together and thus avoid duplication of 


Hort 


istration. 





Now, it seems to me that if vou set up a separate organization for the 
Commodity Credit Corporation vou are going to get right back into 
position where there would be commodity specialists in the Com- 
odity Credit Corporation on wheat, on rice, on corn, and on many 
the other perishable and nonstorable commodities. At the same 
e vou are going to have those same commodities covered by special- 
working in PMA—TI mean commodity specialists with the same 
nowledge, the same competence—-working on marketing services, 
vorking in connection with the school-luneh program, and the other 
vities of the PMA, It looks to me like that makes for duplication 
effort, which is overcome by having specialists in a particular 
concentrating on all of the problen s that deal with that com- 
Ity, 
Furthermore, vou would have to have a separate administrative 
iccounting establishment for the Commodity Credit Corporation, 


93987—52——21 
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and another for what is now the rest of the Production and Mark: 
Administration, It seems to me that that is going to result in 
siderable duplication and confusion. 

Mr. Wrirren. You have so many emplovees now that do the \ 
of the PMA not ineluding the local and the county and the S 
committees 

\ir. Roperts. I am not including them in my discussion. 

Mr. Wuirren. It stands to reason that their services shoul 
utilized by whichever group needs them, and they should be paid 
the group that uses them and also under the control of the 
doing the work 

The regular employees that are in the Department of Agricul 
designated as Production and Marketing Administration emplo 
are doing the job that is in the Production and Marketing Admu 
ration a il they are doing the job of the Commodits Credit (‘0 

Now, why is it that vou cannot draw a dividing line and 
those people on the job of handline the work of the ¢ 
‘redit Corporation and others to carrying on the werk of 
ion and Marketing Administration? 
tary Brannan. Well, Mr. Chairman, let us walk into 
branch in Washington. There are times of the vear in 
ice When nobody is particularly concerned with the sale of cotto 
down to Jess than 2 million bales last vear, and the sak 
sno problem whatsoever. There was practically nobod\ 
ere working on the question of the sale of cotton. 


, : 2 ‘T° : Sit aa { 
rere were a lot of people in that office worrvine about 


cr 
On Sle ora and th lone side of the progral 


after the OSSIDI that we might take into our posses: 


- : g 
hich was then being grown, or tn the process of being plant 


words, there are times of the vear when the same nian 
entirely different tob; and if vou had one man assigned 
production matters only and one man assigned to) price suppo! 


at aut ‘ ' 
milv, that one man would work six or seven months out ¢ 


Matters ¢ 
nd would sit for five or six months, while the other man 


{ Piese : 2 ae 
De sSittine while thie 


Ol the Vear ain 
he employment level, let us Say, In 2 parti 
periods of the venr when we have many more pet 
another period of the vear because the party 
ume of a particular kind of work is being performed at diff 
es of the vear 
I cannot think of a more expensive way than having two sets 
sper ialists, one for production and one for the operation of the 
program and distribution activity. T think it would be the. n 
expensive thing that we could possibly set up 
Mir. Warrven. What you are saving now ts that the man who « 
the work of the Commodity Credit Corporation a gvood deal of 
time does not have work for them and does not have any job to ¢ 
so we just charge him up to the PMA? 
Secretary Brannan. No, we do not. Lam saying that he is wo 
fol the PMA every day, but because we use PMA employees 


out Commodity Credit Corporation functions, his’ time, 








accounting purposes, is | 
Corporation. 

Gus Geissler here is. th Administrator. of the Production and 
Marketing Administration of the Department of Avcriculture 


] Bae ee ea c +] ’ 
he also is President of the ¢ 


artialiv charged to the Commodity Credit 


sut 
ommodity Credit Corporation Let 
just start with Gus’s job, for example. Let us say that we had 


President of the Commodity Credit Corporation over here and that 


over here we have Gus Geissler doine the PM A job [It would be 
exceedingly expensive 
\ir. Chairman, if you will permit. a personal reference, I do no 


nk that in the historv of the Department 


f . : 
partment of Agriculture and | 
" } } . : 1 
oubt whether in the histo i anv other ag ey of this Governme nt, 
1 } | } : 1 1 
one mah Nas Wornrecdl as m f PCLITLEDISUPaAtll ve problems as | have 
since I have been ther 
Now, mavbe | do { ! bill ho rit; ‘Dut fb aha 
ra | 4 | it} | 
tr Or pride I ! i ( OUl po ho \ i th 
11 , 
i Have tal i ory yyrail Tere | have 1} 
{| 0 Sei OF ] I \ iif It) | hie 
. | 1} 
CLUSSt ties (ts ength v Oy or MeClellan 
and | Col ! Le - pat } 1 OD s i 0 Si\ 
you Cn 11 Wha ] LiLICL ! “ lj) two taffs 
' ‘ 
because, in my opinio Ne the expense and you will cut 
he ye ] ; 
the efheiency m halt 
cate : ‘yt ad 
The man who comes ) says Wo; One take so much 
wheat under lon Is ! OP MO} ti nan we o to sa .) 
1 ! 
\\ Now loo VO OTe O ¢ \ ! 
1} : ; } 1 
ie | he man that o ! | Other on 
He . 
v will sav, “Look, | ¢ going to ta much wh 
’ ' \ 
i roid LTici¢ } = " Ou Mm ) \ i! ( 
' qi 
11" ' ' 
Whet cit | CLIO Who F S ( 
’ , 1} ' 
| Vel to ore! { id | 1) ’ i 
Pe ig | } ‘ 
by ma } ent ra) ~ 130 at | OT] a thre 
) Yt 1 ’ 
m Vou vo t 1 \Vi yi) i hh li \< a pra 1h 
Gr Ti YONSEDLLYN a) CO nao 1 
: ' 
Vi Wirt N 1 | | i ! sis ft \ ! ile | 
Pos these Questions { ’ oO TRa ah answe 
\ . } j } } t 7 wel ? } , 
Vow, when tl develo} Ie SORLEW HELE ) i? tn Oom- 
modities are put into wv Ses hol LOY pect mit fin 
‘ a ; } | , 
i statements are requires vi) SHOW absorutel 1O WAnciad re 
L o% | ‘ } , oe 1 
sponstbiitv but conimodit . re Pp Into laenitres ope ead Db tho 
: } 
individuals. and when it furt! lops that the head of sur Dall 
had Vidtuais, and when tll \ (ie lop beat ( wad Of VOU! JAUlLAS 
1) . +}, | | lt} ) ia! t +f j ; 
OHICe voeS alone WITH lOuaine 0) Sand MNS OoL;tbabsol and nothing 
, ] 45 
happens until the Congress hs Investigation 
. ? , \ 1 ; | | 
SeCCTeTAryV By ANNAN Now \i Chairmat piers ‘ rau there 
Ailof that thing we turned up, and vour investigators and the General 
4 | a ] ] ! 4 
Leccounting Ofliee took it 01 our shoulder, except the details of the 
\ 


: eee : 
PKA pliia Case 


Mir. Wairten. Let me put it s wav: The man was removed in 
December. This investie: n started in October [ do net want 
take away from the Commodity ( redit Corporation's findings in 
Dallas office. Certaint the report of the Comptroller General 


nes from vour records 








vestigators found come from them. But the people responsible ir 
Dallas office left in December after this investigation had starte 
October. [ am ju ‘ving ek a means whereby responsi! 
f your policies 


f our investigators 


wan be ti 














Ad tation and warehousing r e) Sipiiit 
t f iis l ion and Warehouse Branch and tl 
‘Ol ) pra St he PMA commodity offices in the State and count 
PATA committees The P\I A commodity offices report also to the \- 
Administrator for Commodity Operation but the State and ecountv PMA 
mittees report administratively to the Assistant Administrator for Pr 
Bhrougn ! i: irea > ipervisors , 

Phis diffusion of responsibility for the PMA storage progr: . 
to centralize responsibility for program performance For ex ple, divis 
operating responsibilities in the field between PMA commodity offices ar 
State and county PMLA committees i ot clearly defined This lack of defi 

responsibility is illustreted by a quotation from the Administrator's d 


“Wit established pelicies and procedures PMA commodity and State 


Vill Coop te and deal directly with one anot rand exchange ideas and inf 
t ‘ i WOT prot ( 5.?? 
In t pinion of the staff both the PMA Office of Audit and the Office of 
plianee and Investigation are improperly placed in tl PMA organizat 
ructu 


Now, L would like to know this: There is much soundness to \ 
argument with regard to the Commodity Credit Corporation us 
the services of the PMA people, but what justification can there 


| 
l 


Lh 
» has to do v 


for the Office of Compliance and Investigation being place 
PMLA organizational structure where their sole job | 
commodities which are clearly in the hands of the Commodity Cr 


Corporation? 














Mr. G SSLER That is not correct 

Secretary BRANNAN. It is not correct at all 

\ir. Getsster. The responsibility. of the Office of Comphia: 
and Investigation 1s ele eross the board 

\I WHITTED Who eV report to? 

It 2. They rate out of the Administrator's office 

ort to hu Krom an or 
eoordination purposes, tog 

perate unde 
tC oordi " ft} 

Now. [| would like to make a comment in connection with 
Dartictliar statement here about the fact that the State and co 

mimitteemen organizationally report to the Assistant Administ! 
for Production and that the Commodity branch offices report t 
Assistant Administrator for Commodity Operati After all 
Assistant Administrators, are the left and the right arms ot! 


\dministrator, and they are not separate entities 
Now, I would like to tell you, Mr. Whitten, that in our operat 
the Assistant Administrators and the Deputy Administrator 


mvself ime at least three times a week to diseuss polev matt 
md there 4 the closest kind of coordination between those io 
The no «ad iplication: there 1s no friction In oan Orevanizatiol! 
ay l i s you nn > 10 delegate SOT Oj the re Oni ibility to 
folks under vou, even though vou still retain the over-all responstibi! 


Mr. Wiirrex. Would you recognize that the Compliance 


' 1 ] j 4} re | 
Inve fiery m Wivision oueht to report directiv to Ww LOD and 





ndependent Ol any subordinate that mia have to do wit 


») ry] ‘ 
pine’s : hey ought to report to the man who is roOIng to e WO Il 
hat What Is recommended 1s carried out 
. . 12 a? x 7 : } 4 a: 1 1 = 
ecretary DRANNAN We just sald that that is exactiv what | appens. 


er | became Administrator, some time in July, 
Ss poucy was establishe dl | changed the former status of the Offic 
Audit. the Office of ¢ omplhance and Investigation, the Office o 
leet, and of the Office of Personnel Management of the PMA ane 


them on a direct operational responsibility to my office organ- 


j \ 
ationally, On the chart they were left in the Office of Assistant 


\ lministrator for Program Coordination for administrative coordina- 


ohn purposes, together with other management staff offices This 
| do not have to handle personnel matters, budgetary matters 


thing's of that sort for these othices. 


ra 

\ir. Waurrren You are telline the committe that they are nae 
pendent now and that in actual prac tice and operation they report 

eth LO VO i? , 

\ir. GEIsSSuI Absolute! Pwo of the are here, and My 
Ca h will be p her later in these hearimes 

Secretary BRANNAN. When we lay the chart before vou, the chart 


| not show that. 

\ir. Wait 

Secretary BRANNAN. You cannot ignore the civil service laws and 
vour personnel regulations. 


\lr. Wairren. You do not mean that the civil service is trving to 


» 


. dl tat Lat | 1 ont 
KN hen let us change the chart 


eriere with this DrOoOVISION 
+ . >, 4 ‘ ‘ b ‘ + y . ] ; ? | 5 “1 ‘ 

SS retvary Bt L.NNAN hey set the grades of the emplovees we have 

} i 7 4 . | . 

a epartiment of Agriculture. 


\ir. Wairren. Sure ut can’t vou move the: over so tiiat they 


report to the top man without interfering with the rating of the 
} ‘ } ‘ i] } 
Vil service? If vou cannot, we need to find out I have asked 


veral questions about the cy il service in the last few vears 

Secretary BRANNAN. Let it be clear that [am not arguine with the 
civil service, but vou can upset vour whole civil service grading very 
drastically ov just moving a man, instead of having hun report here, 
have bim re port t a place over here. 

Mr. Wrirren. Do you mean that while these folks can keep the 
sume job in the same department but 1f you just make them report to 
] 


i@ top Man as agaimst the otuner;: civli service, unaer 1tS rules and 


culations, would completely change the situation’ 
- vy BRANNAN. [ am savi th; hat is the effect of it A 
secretary DRANNAN. am saving that that is the elect OF il. 
man who reports to a GS-10 under civil-service regulations generally 
and I do not know whether this ought to be made a part ol the 
record 
\ir. Warrren. L think it should be because I want to know how 
the civil seTVICe does operate. 
ee eee - There are cert: tandanie wa i follow 
ecretaryvy DRANNAN. rere are certam standards we must follow. 
Ordinarily emplovees in certain grades do not report directly to 
nplovees in much higher grades. 
\Ir. Wuirren. | would like to know about the fix we are in 
secretary BRANNAN. In the over-all it makes sense. 
\ir. Wiirren. I am going to ask Mr. Pope to write the Civil 
Service Commission what effect it would have on the folks in the job 


he people doing the same job in this particular place were required 





v Credit Corporat 
‘poses of other than 


nto Which we have 


1-SeTrVICe Inws 


c } 
tron Happoe 


i} 








just using them as : 
sunting and many of 
vou should bring 

for Commodity Cree 


rporauon and workin 


rox nsihil 
CSPOnsIOLi 


XPensIN 
wr about more « 
en on sein the Coneress Whi 

spend all of the money in the field I think 
mes past, has been penny-wise and pound 
be oOperatien involving Lilli 


-fool 
ns of dollars, some 

{ie on Supervision from the top | vel and | have Der 
But from the developments 
vineed at this point al least that there should be 

compliance | 

a separate entity which would report t 

n mind so that it would n 
that vou have at the top. 7 


’ 
for quite a ione time 


udits, mspection 


whnd Wa 


eR 


time to these partic Hel 


Credit Corporat lon 


tL tAen e soMmMebdvod 
sponsible for | , 


} | eC} . LO seeing | 
for having regular u for hav 
Was Intimated perhaps 


4 


have enough 
] 


VC] 


asked how m: 
But then 


and 


oped that you had 
and Marketing 


200 employ 
the right ku 


i’ ! ! 
want to » Tall ic agencies, and 
Ou should not set up a ‘ 
tlowinge up on these things 


have examples he re 
out orders. fli 


wey which permittee 
1 : 
ve reacneda wu 


i us 
rv over so that the: y 
there are rumors to that effect 
We need somebody Wii is rid 
sure inspected first 
t whet 


rehouse Ss 


} the COM Mody 
eed to Inspect 


not 
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who is devoting half his time, as vou say, to production and mark. 


activities and half of his time over here. 

When you handle this many Col nmodities, somebody ought 
assigned to this permanently and ride herd on it: permanently,’ 

should be more p ople than vou have now. 

I do think vou have folks in the PMA who could be assigned 
there Now, that is just ny opinion afte r listening to this testu 
Qrine it for several Vea rs. 

GetssLerR. May | make a comment? 

Wuitren. Yes. 

r. Geisster. | do not believe there 
xler the present organizational structure, the work canno 


rformed properly. There is just no reason in the world why 


procedu res for the Inspe ction of warehouses befo 


is anv reason in the w 


cannot provide 
is entere | Into. 


unliorm storage agreement 
Mr. Wuirren. That is your present regulation? 
Mr. Grisster. Yes, that is our present regulation. 
Mir. Horan. May I ask a question there? How could vou cor 


d in the Arkadelphia case where the local PMA « 


LAAN 


what happene 
even consulted? Does he not even have the right to tip 


| to speak to somebody that ts higher than he is in the Dep: 
his own bailiwick, so 


Was ho 
hat an 
ment wi 
speak? 
If vou had a good PMA office official down there, he must h: 
known that that was not being carried out right. 

Secretary Brannan. Mr. Horan, there is no evidence in this reco 
he elev: ntor hi: id be Ch opere ated ef] iciently and | 


to indicate that if t] i 
not been overloaded it still could not have carried the grain succ: 


fully 
Mir. Horan. We have evidence to show that 6 weeks after the w 
loaded into it vou hs id reports from some pli Lce regarding 
took an enormous leng 


he sees an operation gvoIng on in 


was first 
eondition of the commodity, and vet it 
time to get that wheat out of there. 

It was reported, | think, within 4 weeks 


Secretary BRANNAN. 
SOIT thu oO like that. 


About iX. the difference between July 2 


Brannan. It was known that the wheat was in bad « 
and the people who were in charge of the commodity offic 
should have acted more promptly. 

defect here is a human defect entirely and complet 
_if they had moved into that thing on the basis of the kno 
that they had, it would have made no difference whether 
»had inspected the warehouse or not. But remem 
Warehouses and g¢ 


‘ 4) 


counts committer 
that the COUNTY committees do inspect these 
elevators for us now. 

Mr. Harritie. May I say something, Mr. Chairman? 

Mir. Wairren. Yes. 

Mr. Harriti. I want to make a statement about the 

the Office of Audit. 

Mr. Wurrren. May I preface that just a bit by asking this: 

[ would like to know how many people you have in the Office: 
ll figure and how much of the time is assigne 


Audit as the over-al 
Commodity Credit for the last year. By that I mean how many 


operat ( 
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employees of the total number have really spent their time in 
‘Commodity Credit office. | would like to have the same informa- 

tion for the Office of Complhance and Investigation. 
| would like to also have vou show the number of inspections and 

number of audits, the regularity, and the total number of 

that vou have. 

In addition, I would like to have a comparison of that wit 
folks under the Warehousing Act do in 

pec tions. 


The information requested is as follows: 


PMA COMM®O 


PMLA commoc 
by the Com 


approxin 


Cal il Vel ory ¢ IC CKS ( i 
iditors also visited 50 ware 
fats and oil 


number of approved 
rage Was abou 
a 


d commodities 
its are made \ 

PMA commodity othieces 
etors of the PMA commodit 


A Idition to the l 


C 


out of 


agents for C 
These audits were 
which are subject 


rvicing agents 








128 emplove 


is providing fo 
personnel, 281 inve 
of over S$700.000 
i 1 fj 











i States Ware 


Mr. Harriuu. You made reference to the Wal) i! " 
of Audit should operate. It has been indieated that the 
have separate groups working on the Commodity Credi 
We do have. That is the wav we operate at the present time 
th they were operating in the Dallas office at the time 
p this difficulty in the commodity office 
We a group assigned to the Dallas office and 
offices on a full-time basis. We assign them to a program 
Kansas City office has a group of auditors work 
Commodity Credit activities only. Now, that group may fh 
from time to time. In Mav and June it may be necessary 


stance, the 


i 
1 


pe ople in there, but for the balance 
ith two or three 
have thrown some other people u the stor 
but during the time that these people shift 
to other work, we may have 2 months of audit for a particular of! 
underway "e cannot _ re a man and keep him on the rolls to 
just 2 months’ work during the vear. But during the slack period 
Commodity Credit Savio it is possible for him to transfer to so: 
other type of activity. We have quite a number of people on 
school-lunch program who devote their time to i work only 
Now, we do have this practice in the Office of Audit: We do 
hire a man a rive him the title of icaaldi as auditor. He 
permitted ift across the board 8 in time become familiar wi 
ll tvpes of audit activities, thereb x a better auditor 
in) save in salaries, we save 


’ iy ~ 


Wuirrl Ve also may be losing in commodit 


many other thing Now, vou can be penny wis 
on that 


I am wonderine wheth 
en, by so shifting, vou can say, “Our man was! 
happene iP 


Now if vou will check the reports on the 


hanaaiee 
“ders and the movements out, if vou will cheek how 
some of these occurrences arose before they were 
| 


Nn 
hat after this matter was stirred up you wen 


would check the fact t 
136 of these places in Texas and found 37 percent of them short in « 
way or al other, it makes one wonder if vou were wise to shift th 
peopl and whether you should not have kept 


with It might hous saved money in the long run 


Mr. Harrine. We are limited by the amount of money allotted 
personnel. We just cannot assign a me in to a job and say, “Go alu 
and-do an unlimited amount of work.” There is a limitation on 
money, and we cannot ov erobligate any of the appropriations on wh 
we We rk. 

Mr. Wuirren. Yes, but the Congress has not fimited the a mount 
money that you could have for compliance and investigatiol 
auditing work. 

Now, there has been a limitation on the amount of money that 
Commodity Credit Corporation should spend. I would like to s 








as $16,500,000 

do not feel ~ with that amount o1 nev, you 
ge Division 
eCSDONSI- 

i 
nas 

} ° » 1 4 i 
happened aiter a re : las ¢ : MKS UN ere Is melo ine 


levy CoO 


Fr. WHirti Lay interrupt vou there 


i with 


pect 1 lon to irregularity is cre 
rt they nh vet ar na more than once 
vhen the \ ; ni miss this particular | 

o follow up on that ant to know how 
apportion tl ‘sponsibility. ‘The chart will probably show that 


secretary : al yi the re sponsibility. 


case ssier Wi :ponsible 
in the 


is next 


\ 

KISSLER 

nis about 1 

| don’t think th: 
} 


asiiv, because the 


1¢ thing that 
Ine point out 


the local 


that our commodity offi id have knowleda 


Mmmitteeman di | how. Fr I bt, ana the (omit MC ] y-( Jitice offic iis 


hea 
inot act on it x0, 1T W I a matter oO] KN Lee t vetting t« 


he Dallas office 
Mir. Horan. That is interesting. 
\ir. Geisster. That gets down to the la 


thre part of tk 
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Mr. Harrini. Mr. Chairman, there may have been an errone 
impression gained here in the last few davs about the responsibi 
of the Office of Aud It is not the primary responsibility of 
Oflice of Audit to go out and check the warehouses. ‘That rests 
the operating people Once we find a weakness, it is up to the aud 
to go and see for himself and find out for himself just what the situat 
is. 

That is exactly what we have done in the Dallas office and ot 
place s where weak Spots in inter ral controls have « eveloped. Wi 
able to present information to the operating officials with respect 
estivated grain shortages. We do not profess to be trained 
Inspectors. ‘ie know nothing about the technical side of ( 
When we go out there, we take a steel tape and a flashlight 
actually measure the OTs in the elevators. Vie make oa VIS 


> . , ; _ 
inspection. By that, ] mean that we do not use technical instrume 


and we do not have a technical knowledge of grain. But, while the 

our man is able to look at the grain and tell with a fair degre 

accuracy Whether or not it needs to be inspected by a grain exp 
If so, we report it back to the operating people. 

But Ido not wa o give the impression that we are grain specialis 

that the primary responsibility rests with 

operating officials and it is our job to test-cheek internal controls 


} : 4S | 
records tor po ble we VQKECSSES, 


Mr. Warrren. [can thoroughly understand . | think 
there are two or three things that we clearly know at this point. 
One is that there is little coordination between the PMA an 
thy Warehousin: Act people. ne of the case celled tO your atte 
tion involved three or four inspections by the people in the inspect 
thie National Warehousing Act who checked the defer 


recall LG. but they did not uncovel this discrepat 


between State-and Fe¢ rol-approved 
I> l ! 
and the PMA hel 


een returned tor change from le [ anou 


ada er of warehous 
oe | 


ily | think we know nav { ec ho a be Fa 


yan the Commodity Credit opera ann ‘that there 
and [am not talting about using PMA people to actually 
of the warehouse to start with There needs to be somebod, Mi 

is actually re sponsible ior seers to it ‘ 2 report comes in that 
has been inspected. someone needs LO know that the ar 
actually put in there. There should be enough money all 
the Office of Audit and the Office of Compliance and Investigation 
nake regular inspections of those things which vou have to do 
line with what is done under the Federal Warehousing Act, so t! 
at least these things won’t drag out. 

Now, in connection wit hat, we know that there should be 
policy with regard to leading-out orders and how quickly hi 
move. Then, if t 1e | t move, they should be reported so 

er check can 
© are other think hich T want to discuss with the mem 
of the committe 
. canmnt ane 7 vi : . i what as happened her 
thines should be done 


comment on the administration 


it of the work is handled in t 
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organization and in the Transportation and Warehousing Branch. 
There is no reason in the world why anything discovered in the 
regulatory work and in the licensing work of the people that are 
Swit] F administering the Warehousing Act, in the same branch with the 
ij other folks who are responsible for policy and procedure, could not 
being within one family, report to the others what thev find 





Now, that certainly is something t that is going to be corrected if that 
ot} sort of thine exists. 
( Organizationally, | say that there is no better way in the world to 
Mot ty bring the two together than the Way they are now. , | would concede 
( that what has happened is wrong and needs to be corrected, but it is 


=i F not the fault of the organization. 
Mr. Horan. May Task this question, Mr. Chairman? 


Does it not appear from the record of our investigations that a ereat 


pe F deal of our trouble has come from an overstatement of authority and 
he an overuse and utilization of authority on the part of your top men in 
Ci your regional commodity offices? 

any secretary Brannan. I do not think so at all, Mr. Horan I thin 


as faras the Dallas office is concerned, there we have an ineflicien 
sc of the authority that they had. They were not exercising too 


Vu much authority. They were not issuing any orders to anybody 
beyond the scope of the orders they should have issued to them. As 
a matter of fact, the trouble was th ‘V were not Issuing the orders and 
that following them up. 
\lr. Horan. Again | would like to refer to the Arkadelphia case 
hit which appare ntly was handled out of the Kansas Citv and the Dallas 
tte Commodity Offices: was it not? 
Secretary BRANNAN. Out of the Dallas office. 
Ol \ir. Horan. The grain was moved out of Missouri: is that rieht 
Ane y Mir. Gretssuer. The reason Kansas City came into the pict Ire 1s 
MUSES because the grain originated im the Kansas City Commodity Office 
Ory territory, Then it was moved into the area covered by the Dallas 
Commodity Office 
rat Mr. Horan. It would appear irom the record that what was dort 
1) was done at the top without any reference to those who might b 
\ willing or able to assume the responsibilities of one sort or another at 
the local level. 
at Secretary Brannan. Mr. Horan, we agree with vou; let me just 
\\ make a clarifving statement 
| Mr. Horan. The point | am making ts that, according to Mi 
Nn | Geissler’s statement made just a little while ago, the situation has 
) been corrected. Tam very happy about that. [ do not think vou 
| ean run your shop without depending upon honest people at the local 
evel, and I do not think that vou would think so. either. I think 
that, if vou are going to correct your organizationa | pattern, someplace 


1 a ig ce ONE ae in that area is going t oO have to be held 

responsible for the condition of the storaze crewed aca 
tions of that storage facility and for its condition afterward 

uld seem to me that that would be the logical way to do it 

u have to place vour faith in these who are on the home ground 

retary Brannan. Well, then, if we followed that policy all the 

v to its conclusion, we mnie: not need the warehousing inspectors 

think we need both groups. I do think the county committees can 


VIA vive us cood sound farmer advice on whether there is a good facility 








there. Sut, whether it is overloaded, whether the kind of machi 
they have is the kind of machinery they ought to have, whethe 
wheat is weevily or not, and on technical pomts, their judgment wi 
only be that of a layman. 

They would never know whether the man had filled a ship 
order unless we set up some kind of system saying that every 
the c mimodity office orders wheat out of X elevator we would 
the county committee and sav, ‘We have ordered wheat out 
elevator.” 

This would run into a lot of unwarranted duplicate paper work 

Mr. Horan. You had the responsibility as a member of the boa 
or perhaps Mr. Geissler had the more intimate responsibility—1 
the report was made on August 24, to see that some action be 
forthwith. Yet, it was in January—was it not?—before any wl 
was shipped out of there. 

Mir. Getsster. N6. The original report of deterioration, 1 bel: 

in October. 

Mr. Horan: No; it was on August 24 

Mr. Roserrs. That was a report, as I understand it, Mr. Hi 
from the warehouseman to his emplover. ‘Then, on October 4, 
United States Department of Agriculture inspector went in there { 
thr commodity office re | Dallas, and reported back to the Dallas « 
that the grain needed fumigation and turning. The comme 
office did not follow through on his report. 

Mr. Getssi 

Mir. Horan. A loading order for 46,000 bushels was 
until Novem J iy Pe. id l ‘ AUNUaAry 19, 1951, before the first 
was loaded. Presumably, if 46, bushels had been taken out oj 

| some chance of 
ich would not have been overloading the { 
SRANNAN. That is right, but a county committ 
v anvthing about 
Horan. What disturbs 
between time that ki 
lt adoes not look vood 
Brannan. Of course 


; i 2 
You are correct there 


There is one othe: thine, Mr Congr 
that 
tila 


lose sight of fhat 1s, adqnuttine it 


inspect 1 by the local committee, and that the Dallas offiee di 
look at the elevator before thes approved il and we have 
that and have no excuse for 1t that a mistake was made in that a 
which is not good, and the situation which we have pointed out | 
been ‘orrected 
he loading-out responsibility, the responsibility for not gett 

the grain out any sooner than it did, was not a responsibility of 
Dallas office entirely. That office could not load-out this 
elevator. That was the elevator man’s responsibility, and he | 
certified that he had a loading-out capacity of 2,500 bushels per ho 
So let us not put all of the blame on the men in the Dallas offi 
The men there have plenty of blame, and we ere not defendine the 

Mir. Wurrrex. We all have the obligation of minimizing our d: 
aves. He had the primary obligation, but when he did not do 








( 


1 


burden then shifted. te Corporation in 


’ \ i 
ne to save itself from | * thi w up here. When 
xy call on him to do it and he does n 


7 


it) and 


io it for him and charge him on his accou 


Secretary BRANNAN. , You cannot 


\ir. WHITTEN. You do not mean to say 


nV rie 
so, vou had better change vour uniform 
\lr. Kruse. There is mor ion that im 


\ 


nd let your grain just rot without a 


SECT Cary SRANN AN. f i] Vou had 
I Y v-Out order on it and 
us LO | | 
move it 
on us in 2 minutes because we might be taki 
Mir. W HITT! N. Wi I, not if you had a uniorm 


If they did not perform, vou had a 


. ann are ‘ 
all the record correctly. 


reement prov idles 


o keep on hand gr: 


ality and quantity 


has also been as 


rimary call on him for 


folks that had erain in there 


) 


Secretary BRANNAN. No. 
Mir. Waritren. That is. th 


he record is full of that conte 


Secretary BRANNAN 
ptev, and applies to 
Ve us permission to 

4) ‘\ " 
e entitled only to ou own 
O rata share Ol 
\ir. Wairren 

h regard 


et to vour orders 


secretary Br ANNAN 


\ir. WHIrren. 


nove it then Vou say 
ur gram under those cir 

even if it was weevilyv a 

it the courts of the ecountm 

of that grain rot? 

secretary BRANNAN No SIP 

\ir. Wairren. That would not be right 
Secretary BRANNAN. If we were to go to the court L 
nm, the court would order the grain moved out, but we could not 
st move in and take over his warehouse. 
Mir. Wairren. When I sav “move the grain,” I mean moving it 


— me 


rough the regular procedures, certainly. 


a - 4 A ii ‘ i 


Secretarv Brannan. Well, now, if vou meant going to court, fine, 

n we are in complete agreement. If vou mean that we would move 

and take over his elevator, we could not do that 

If | were to go over toa department store ane Uy a sult on contract 
they failed to deliver it, | could not go in there and grab the suit 





off the shelf. I would have to go to court and have an order issued {fo 
them to deliver the suit to me. 

Mr. Warrren. If vou went to a tailor and had a suit made 
vourself and paid for it and then the tailor would pot let you have 
you could take your written agreement to any court in the world ai 
you could get vour suit. 

Secretary BRANNAN. We are in agreement there. A court ord 
would protect the interests of all the people involved. 

Mr. Warrren. The point is that here there was a lapse of tin 
during which your office knew about this situation and did not do 
anvthing. As vou say, the primary responsibility lay with the ma 
in the Dallas office. I say, however, that if you had had the prop: 
audits and proper checking, this information probably would hay: 
rotten to Washington earlier so that you would not have been delave 

Mr. Horan. The audit, as recently instituted, would not hay 
shown what was wrong there. An audit would not have shown yo 
the condition. It would have shown vou the quantity, and that 
all. J should add that it would also, under vour recently instituted 
procedures, have shown vou the size of the storage facilities. 

What vou need here are people who know wheat. They are vou 
local folks 

Now, when they would have seen the weevily wheat—and I tak 
it most of the folks in Arkansas know weevils when they see them 
they would have said, ‘Something needs to be done about this,”’ and 
it would have beea up to the Commodity office to take action. 

Mr. Unperuity. The farmers are not wheat growers in that sectio: 
of Arkansas. There was no local wheat stored in this facility. | 
was all shipped in from Missouri. This is in an area where wheat is 
certainly not a major crop. 

Mr. Horan. During March these Memphis engmeers apparently 


saw the chance of making some monev by storine Commodity Credit 


a 


Corporation wheat. They had gone into an area where somebody 
the Commodity Credit office should probably never have leased thi 


‘ 
facility nor given them a contract. Now, vour statement is a good 


one, but that brings up the question of why the facility was evel 
contracted for. 

Mir. UnperuILL. That was only because we had run out of elevato 
space back in the normal wheat-producing territory, and we did not 
have space at the Gulf ports or in any other normal storage place 

Mr. Wurrren. I think the record should show this, and I would lik: 
you to verify these facts. Hav Ing been on this subcommittee for som 
time, | have had this experience, and | think the record, in all fairness 
should show it. That has to do with the storage that you mad 
available through your construction programs and through variou 
other means. I know that it has been my experience as chairman of 
this committee that the grain trade, while it hated to see the Gover! 
ment put in storage facilities, also was hesitant to bind in advance at 
considerable portion of their own storage. That is understandab! 
because, not knowing what the crop would be, having the storac’ 
available might contribute to what they could make in their regula 
business in the eran field. 

I know that in my cases the Commodity Credit Corporation wet 
to the private trade in an effort to get them to agree to take Com 
modity Credit Corporation commodities inadvance. Unless vou agre 
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to take a considerable part of it at a price so that they could afford to 
take it—because if they let you have it they did not have it available 
for the proper operation of their own business—they would not let 
you have it. 

~ At that time the head of the Commodity Credit Corporation wanted 
to use that as the basis for going ahead and putting in Government 
storage. I told him that, in my opinion, he should go back to them 
before the committee would go along with him and say, “Unless vou go 
along with us, we are going to be faced with meeting the storage needs 
of this particular area. If you want to let us have a reasonable part 
of your storage capacity on the rates we agree on, we will be glad to go 
along with you; but unless you do that, we are going to be faced with 
taking care of this need.” 

Now, in some of those areas where they did not go along with you, 
you well ahead and put up some storage facilities | hen later, in 
view of the developments, the trade did come in and was perfectly 
willing for you to use their facilities due to a change in the trade 
situation and in the price situation. 

I could easily see io that would leave a part of vour storage vacant, 
particularly when you take the view that the law is tight enough to 
require you to use commercial channels as against building your own 
facilities; or, as you have expressed it, using your own facilities. 

I think, though, | differ with the latter. 

[ think that insofar as using grain facilities is concerned, if they 
refused to make some available to you reasonably early and if you do 
have your own facilities, there is no longer an obligation to use their 
facilities and leave your own vacant after the Government has built 
them. 

Now, lL say that because I have had that experience in dealing with 
this question, and | think that in all fairness to you folks, | ought to 
say that. 

Now, the other thing I want to raise with vou is the question of 
whether or not, mm making these contracts with the grain trade, vou 
should reserve the right to make differentials if the facilities are less 
than those that are normally required or the risk is greater; or whether, 
if you pay the regular rate, you should not require them to carry 
additional performanee bonds at their own expense which would come 
out of the rate that you pay them. 

fam also wondering, especialiv in view of these former Government 
facilities that you have used, whether you should not retain the right 
to negotiate for lesser charges instead of setting up a flat rate because 
a flat rate does not take into consideration the difference in type of 
facility, the location, the ease with which you can move in and out, 
and many other factors 

What is your comment on tha 

Mr. Grtsster. My comment on the matter of variation of rates 
or the negotiation of warehouse rates would be this: That if that 
variation was to be predicated upon the adequacy of facilities 


t? 


storage job, | think rather than to have a variation of rates to reflect 

poor facility as compared LO a vooc kncety, we should approach it 
from the second alt rnative that vou spoke of, Afr. Choirmen. snd 
insist that all facilities have the minimum requirements to make them 


all at least safe places to store grain. 


{ 
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Mr. Wuirren. There is no question but what that is true. I 
fairness, now, we have had some rather bumper crops in times p 


and these crops came from the tremendous productive capacity 
was built up during the Second World War. 

In trving to relieve partially the resulting ill effects of these bun 
crops the Congress provided a price-support program. 

But the farmers could not have the benefits of even the pri 
support progra ithout the grain being stored. I recall rat} 
vividly the pressure that was on the Commodity Credit Corporat 
to store if somewhere. 


“sinter 
So, while [ am in thoroue 


hh agreement with vou, looking back I 
for you using the facilities which norma 
would not have been desired and normally might not have been us 
As you have pointed out, in some instances you were presseu to 


+ ! 7 
see ec ‘ CS CMRL called 


point of storing cotton out in the open and of storing wheat and co 
on the ground. 

Your policy is sound as a policy; but [am wondering whether yo 
should not retain to vourselves the right to meet things that coi 
along on another sort of basis. 

Just as | think we are in agreement that there should be a maxim 
rate for first-class facilities, you should reserve the right to yoursely 

‘et the rest of it as the situation might appear. best at the tin 

lr. Grisster. 1 do not believe I would disagree with that su 

gestion, except that 1t would seem to me that even under an emergency 
if we get into a position where we have to use facilities that ar 

much lower in standard that they would not justify the regular rat 

and we store commodities in those facilities, the very fact that w 

ke that determination to arrive at a lower rate would, I thin! 

a clear indication that we knew we were takine an e 

‘alculated risk 

Then | think the next sequence in our thinking would be: Shoul 
we do that sort of thing knowing that there is a greater calculated ris! 

Mir. Warrren. There is no question but what you should not ta 

but if that ts the only thing vou can do, what are you going to do 

Mir. Getsster. Then | think we had better face it openly and say 

‘just going to have to take the additional risk. 
VN. Knowing that you have to take it, should vou pa 
full rate for it? , , 

Mr. Grisster. No. 

Mr. Warrven. When the facility that the man is offering you 
only about half what vou desire, do you think that you should pay 
him the full rate that you pay anybody else, as you have don 
This man down in Arkansas was paid, for the kind of facilities he had 
absolutely the same rate as others, of course, with your right to offs 
his claim for rentals or for warehousing charges against the claim vo 
have against him for damages. While in terms of dollars and cen 
vou do not owe him any money, you have contracted to pay for thos 
facilities exactly the same amount that you would pay for the be: 
available elevator in Minneapolis. 

Mr. Gritsster. I think another question arises, then. 

Ir. Warrren. Is that not true? 

Mr. Geitsster. That is right. 

[ think another question arises, then, and that is the cost of handling 
grain and storing grain even in those kinds of facilities. IT think yor 








339 


will frequently find that it is more costly to handle grain in poor 
facilities than it would be in good facilities; and if you try to negotiate 
for lower rates, you might thereby prevent that storage facility from 
becoming available to you. 

I think anybody experienced in grain operations 
you go into a flat warehouse or a facilitv that has been converted, 
your operational costs of storing that grain, turning it, loading it in 
and loading it out, are greater than in the first-class grain elevator. 

Mr. Watrren. Then we come back to the other thing: All members 

the grain trade are entitled to reasonable returns for the services 
they render. 

Now, vou do not make any differential between a warehouse that is 

t, where a-man can store only 25.000 bushels, and a big warehouse 
that has all of the facilities in the world. You do not take into con- 
sideration the variation in costs at all, but vou make a flat rate 

Mr. Gersster. | know that. That is the standard practice 
throughout the grain trade from the Pacific coast clear across the 
ountry, 

Mr. Wairren. It is to have a flat rate? 

\lr. Getsster. The State warehouse commissions pass on those 
things, and I do not know of one warehouse, Mr. Horan, that does 
not charge what the State warehouse commissioner or board of com- 
missioners, Whatever their name happens to be, establishes as the 
maximum rate. 

Mr. Horan. What has been your general experience with farm 
storage where facilities exist? 

Mr. Gretsster. Our experience with farm storage has been very 
good. | think the fact that in this whole thing we had only one 
case of difficulty——and that was not trulv farm storage—is a pretty 
good illustration of our suecess in that field. Iam not saving bv that, 
Mr. Horan, that cases did not come about where a farmer once in a 
while makes away with some grain and where sometimes there is not 
deterioration of grain because of storage facilities not being up to the 
standard that they should be. But alwavs we have been able to 
recover a very high percentage of any deficiencies. 

When vou stop to think of the millions of farmers with whom we 
have done business in these dealings and the very low percentage on 
which we have had any lawsuits, it is possibly the most satisfactory 
tvpe of storage as far as we are concerned. 

Mr. ANpersen. Mr. Chairman, we were discussing the possibility 
f severing completely the Commodity Credit Corporation and the 
Production and Marketing Administration. 

Now, I want to take issue with you on that because IT don’t think 
such a severance would be practical. In all friendliness, even though 
| do not like to dispute my chairman, I cannot agree with you. 

Mr. Wuirren. You have not disputed your chairman. The chair- 
man was asking questions to find out what was proper and the reasons 
which caused the situation to be as it is. 

The question that is frequently asked is “why not,” and the only 
way to find out “why not” is to ask about it. So my statements were 
not that it should be completely separated in the least, but rather to 
ask whether it should. 

Now, there are some problems connected with it which would lead 
ne to believe that there should be—which L think the record now 


knows that when 
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shows—the complete separation of units which have to do witl 
commodities in storage and which units should make regular checks 
and be identified as such Sut bevond that I have not expressed 
opinion. I have merely been trying to put into the record, the pi 
and cons of this matter so that it might be understood. 

Mr. ANperseN. Tam merely making that statement on the basis 
my own knowledge of the workings in the field and on the far 
Mr. Chairman. I do not see how you could expect one group of 
to handle storage and another group to take care of the rest 


operations of PMA 


I do want to agree with you on this on the matter of 
: 
ik we shoul 


Wal have a pare il l ni fement uni sepvarat 


} 1 e ; 
not Know how far we should proce red, borat | cl 


P | 
from those 


have @ 
pot wi ich n ht need 
anv Wa 
Mir. Horan. Would that be bef after 
Mic. ANDERSEN. The chairman has made a suggestion which I thi 
is Well worth exploring. | want to reiterate that IT don’t think 
practical to separate Com Vv Credit and PMA in tl 
‘rations 
It becomes inereasimel\ apparent to me that the mor 
rk up a system of initial storage right on the farm itself, to 
where we do not overload now and underload at. sor 


] 1 9 
the pipeline between the farm and the consumer's tabl 


1 } 


vour commercial elevators and vour milling elevators, ¢ 
are going to be off. This thing of having inadequat 
storage with the mitial producer and then having to go out and use 
these makeshift intermediate storage facilities and make the Depart 
ment and the farming industry susceptible to the cupidities of peop 
who mav not be honest and who mav see a way to make a 
dollar is a very undesirable situation. 
Now. I think we are going t ave to piace more responsibilits 
hands of our PMA groups at the county level first and then mo 
é t is mv own reaction to this thing That is why I wor 
much have a picture of what we have, Mr. Chairma 
Wy f arm storage how and where itis located 


Mr. 


. } ca — — me . 
a reserve, the question arises whethet vou could make loans Secure 


Wuirrt N if thre farm itself carried adequate storage to cari 


by mortgages against the persons, with of course, a guaranty 
deliv: ry . 

There are several possibilities that could well be explored to car 
out the present orderly marketing and normal granary approach whi 
some people have eriticized but which has been a lifesaver on at leas 
two occasions in the last 10 vears. 

Mir. Kruse. Mr. Chairman, I think it might be appropriate at tl 


{ 


point to sav that under the farm storage facility program our loans 
from June 7, 1949, to November 30, 1951, were in excess of 106 millior 
bushels of farm storage which had been constructed under the pro 
gram which we helped finance either directly or indirectly. 

Mr. Horan. 106 million bushels? 
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Mr. Krust. That is correct. 

Mr. Horan. And that has been constructed since 1949? 

Mr. ech That is right. 

Mr. Horan. Does that take into consideration the farm storae 
whic h e abit prior to that time? 

Mi KR SE. No. 

Mr Horan. Or the farm storage which the farmer constructed with 
his own finane Ing and with which the Government had no connection? 

Mr. Kruse. That is the only farm storage that we have under- 
written in that ees of 2 vears and 5 months. That is the period 
during which the program has been in effect. It does not include 
storage finance by the farmer himself. 

Mr. Horan. Your record shows well in exce yf 2 billion bushels 
stored on farms? 

Mr. KRUSE. 

Horan tis safe to say that in all probability 
f farm storage is probably, that is, accredited farm stor: fe, 
f 1 billion bushels right now and maybe much higher? 

Mr. Kruse. In order to be eligible for loans, all of this 
had to be of a quality and type to meet the standards. 

Mr. Getssier. I would like to make a comment on the point that 
Mr. Horan raised a moment ago about the audit and investigation 
before it happens or after it happens. 

| will Say thet the | rimary fune tion of our audit Operations is O} 
seeing wnemner out Keen Pie adequate, vhether our super 


are 
] 
i 


} 
I 


} . es 
adequate, whethet yet obese Is Gomes 
{ 


? 
ra is das In other Words | look 4 


shoul 
before rather than an ofter pt roposition, an ah opportu 
inv discrepancies or things that might need changing. 

e about thines before they happen or at least before they 
Into the lar re-scale stage when it ‘becomes ¢ atts for our Offic 
( mplia nee and Investigetion. That is largely after it happens 
whet peg argh lit unit discovers that somethi 

hose men h | tep in and ascert: 
WHITTEN. Th t is all tru The only 
enlarge on tha this: The reeularity 
ind Investi ii . folxs ake their rounds 
he numb 
tlarity with which these 
mR. You are talkine abe he 
of the Compliance and Investigation Offie 
“Mr WHITTEN. The internal audit also adds 
hat your compliance and investigation folks ar 
rule Lr Vv is also e deterrent 
Mr Gerisster. Well, the point I am making is that 
cheeks are ma le |; ‘gZelry On he basis of some SUSPICION 
we do make some 
vevs, Mr. Geissler, for example, of grain procurement | 
modity offices. We vet in there on the average yf } and some 
times twice a vear, depending on the volume of business transact 
hy the ofhice . 
Then we have made periodic surveys in connection 


1 » ee ! 
different commodities 
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Mr. Warrren. What I am talking about is an eudit that has 
¢ and the business records. Unless thi 
were some check in the field, the records might be absolutely accur: 
as in the case where the warehouse receipts had been returned to 1 
warehouseman and he had both the grain and the warehouse receip 
An audit on three or four occasions showed nothing irregular, but 
investigation or check-up, even though you did not know about 
by your Investigation and Compliance Division might have, in \ 
of the different responsibilities, vone bevond What an audit would 

Mr. Harriut. Mr. Chairman, let me correct vou on that stateme: 
The auditors go beyond the books and records. They get into oper 
tions; they get into management. 

Mr. Warrren. I stand corrected. However, I would repeat vo 
ywn statement earlier today in which vou very carefully limited | 


do with the bookkeeping 


fields into which you did go. According to your own statement, th 
leaves a number of fields in which, as an audit group, vou did not 
Mr. Harriti. 1 was speaking of the technical knowledge. The 


grain inspectors have to go in and make technical inspections of grai 
We do constantly check to see whether they are on the job. If they a 
not, we report the situation we find and in certain instances do son 
further auditing and nontechnical checking in that field. But we ai 
constantly getting into operations and management. 

This Dallas situation, I think, is a good example of how we get into 
that. I would like to make another statement in connection with th 
warehouse activities which ties right in here. 

This morning you read from your investigation report that thi 
Warehousing Act enforcement people do not have the work coo: 
dinated closely with other activities in the PMLA. The auditors took 
steps several months ago to call meetings with the Warehousing Act 
representatives, officials of the ‘Transportation and Warehousin 
Branch and the Fiscal Branch to see whether or not it would | 
possible for the auditors and Production and Marketing Commodity 
Offices to utilize their work more than we have been utilizing it in th 
past. 

In other words, the auditors and PMA Commodity Office might 
utilize their work and, if possible, the Warehousing inspectors might 
utilize our reports and in certain instances get leads from the PMLA 
Commodity Office. 

We have had about three meetings on that, and expect to have on 
or two more soon. 

I mention that just to show that we are getting into operations righ 
along. 

Mr. Wuarrren. Do we have any information on the comparison o! 
these two different operations? 

Secretary BRANNAN. Mr. Chairman, I am sorry to report that w 
cannot get the information together as rapidly as we had hoped. W 
will have to go to the various regional offices in order to get all of th 
information you asked for. 

I think, though, that we might have information enough whic 
would give you some basis for discussion of the matter, and I woul 
just like to lay that before you. 

Under the United States Warehousing Act, there are now 920 el: 
vators in the country which come within the purview of the a¢ 
They have a total capacity of 465 million bushels. 
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I might point out that the 465 million bushels by no stretch of the 
imagination are available to the Federal Government. As a matter 
ol fact, we probably do hot oecupy over 20) percent ot that space or 
not much more than that, even at peak times. 

Mir. Horan. Might I ask whether that is true as vou move Com- 
modity Credit grain into the normal channels of trade? 

Secretary BRANNAN. Yes, that is true. That is at the peak of ou 
operations 

Mr. Horan. May I state it another wav? Do they deal entirely 
with non-Commodity Credit grain? 


Secretary Brannan. Many of them may be dealing entirely with 
non-Commodity Credit Corporation grain. However, they may be 


handling grain which at ene time was under loan or which at the time 
they received it was under loan and was in the process of being sold. 
For example, if the price of wheat is above support price and I have a 
loan on my wheat, | may go and sell it to the elevator man and pay ofi 
the loan. The transactions would be simultaneously concluded. 

But in terms of storing Commodity Credit Corporation owned grain, 
they at no time, on the average, across the country, have a very 
appreciable amount of their space committed to us. 

Now, I might just add this, that in general terms, the inspector 
under the United States Warehousing Act inspects the quality of the 
structure, the effectiveness or usefulness or desirability of the structure 
as a grain elevator. He also looks into the warehouse receipts be- 
cause his responsibility under the act attaches chiefly those receipts 
He totals them up and then he goes to measure the bins to determine 
whether or not there is that much grain in those bins. 

He does not attempt to determine whether it is No. 1 or No. 2 01 
No. 3 wheat, and he does not attempt to determine whether the 
wheat in grain bin A belongs to X or belongs to Y or any other people 
He just balances out for all practical purposes the outstanding ware- 
house receipts against the volume in the elevator. 

In addition, he does inspect the general credit and character of the 
operator of the elevator as a part of the protective device against 
possible defaleation. 

Mr. Wuirren. Mr. Secretary, I hate to interrupt you but vou have 
already said enough to show that there is absolutely a necessity for 
the PMA to notify the inspectors in the Federal Warehousing Act 
of any return of any warehouse receipts to the warehouseman. We 
have before us several instances where warehouse receipts have been 
forwarded directly to the warehouseman with the loading-out orders 

Now, vou can easily see what could happen. The warehouseman 
has the warehouse receipts. The Federal Inspector comes in. He 
shows him the outstanding warehouse receipts. He shows him the 
receipts which are in his hands. He does not necessarily have to show 
him the loading-out orders. It could easily be, then, that there could 
be a tremendous shortage which would be hidden from the inspector 
under the National Warehousing Act. That has happened in several 
cases because the PMA has sent the warehouse receipts with the 
loading order to the warehouseman. 

Mr. Kruse. Mr. Chairman, may I say on this matter of sending 
out warehouse receipts in trust, which is the term that we use, with 
the loading-out order, that that is not a matter of our desire. ‘That is 
a matter of State law in most States that the warehouseman must not 
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load out grain until the receipts are surrendered for cancellat 
They are attached to the loading order, and if they are separated 
some reason, by the elevator man, that is not proper. 

However, if they are not separated, anybody who goes in tl 
will have the loading order and the warehouse receipt togethe ¢ 

\lr. Wurrren. That ts richt 

But the warehouseman who would not pull two apagty apart wo 
be short. If he is short, certan 
he would not hesitate to pull two papers apart. 


Now, what I am saving is this: Is there anv excuse under thi 


not be the kind of man who wou 


conditions for the mspection service making the inspection not to 
1 he _ ) 

advised the condition: 
Mir. Kruse..] would not argue with vou on that at all. : did 


want the record to indicate that carele 


SSHess Wits involved | » send) 
the warehouse receipts back with the loading order. It is a requi 
ment of law that we do that 

Secretary Brannan. We are doing it now and we will be requ 
iv law to continue doing so. 


Mir. Wairren. Notwithstanding anv recommendation of the co 


+ | 4 y 
mittee or the Congress to the contrary? 
S ‘teary BRANNAN. Yes 


4 . ha ] 
wi being the la 


ae ‘ p 1 | 1 
Mir Wuatrrren. Now then, on th other hand, th 
thant is all the more reeson for Vou to he eng Pp close check then Or th 


+] 7 . . - 
iondine out orders and the speed W ith which t he V are performed, 


Sec! rv BRANNAN. That Is ¢ kerf the point 

MMi Meunier: x. Your enforcement has been lax with regard to 
nunib of these cases that hay » be 1 ‘alled to our attention 

secretar Bra NNAN At least it demonstrates that We ha | less tha 


e and cConscrentiGus people 1 one or tLWo places 


im sorry to have in rrupt dy iy 
Secretary BRANNAN. I wanted to point out that a rp fison Wi 
( iwi ay tween the ODE rtions oO; the (‘om modits & it S&S orporatlo 
d the agenev administering the United States War housing Act 


‘lav | pomt out that there are approximately 12,500 elevators wit 


which we are now doing business and with which we have in effect 
iInvOormM grain storage agreement, a cops of which is in the record a 
to which rererel has been mad 

The total capacity, of course, of those 12,500 elevators runs mito 
manv hundreds of millions of bushels or several billions of bush« 


O} rain We do not, however, ordinarily Inspect those warehous 


for quantity or check the outstanding warehouse receipts against th 


quantities in the bins. The inspection that is made of those wat 
houses by the (‘Commodity Credit Corporation eran inspector i 10 
quality and general condition, and that is the sum and substance o 
11 He does not check quantity in the elevator, and to do so, 0 
course, would require a tremendous siafl 

Mir. War e \. How many inspectors are there for t 
houses unde » Warel rouse Act? 

Secretary eee lam sorry, but I do not have that figure 
Do vou have that figure, Elmer? 


he 920 war 





oan 





345 


Mr. WHITTEN, | vould like the record to show how many in- 
spectors they have for the 920 warehouses, and that would give us 


some index as to what it would take for 12,500 warehouses. 
The figures referred to are as follows 





During the past calendar vear there was an average of 28 erain ware} 
niners engaged under the Warehouse Act. The made re S: 

xaminations, special investigations and the subsequent examinations 
it 920 licensed grain warehouses 


Now, how many imspectors do vou have for your work? 
Mir. Krust. That is a figure that is being wired in from our eicht 
ntl added 


ommodity offices, and one which will have to be subsequi 
to the record [t will be shown clearly in our table, Mr. Chairman 
Secretary Brannan. It runs in the neighborhood of less than 50, 


oes it not, Elmer? 

Mr. Kruse. Yes 

Mr. Warrren. Less than 50 inspectors? 

Mr. Kruse. Yes. Considerably less than 50 

Mr. Waitren. Less than 50 inspectors out of 8,500 employees and 
you bave had 4 billion dollars’ worth of commodities, which amount 
snow down to about a billion 

Who allocates this personnel? 

Secretary Brannan. May [add one phrase to that sentence, which 
is: and with a maximum loss of one one-twentieth of 1 percent of our 
orain 

Mr. Wairten. | think vou previously included that. 

Secretary BRANNAN. Yes. . 

(The information referred to is as follows: 





The number of emplov« ised for inspection of warehe es and grain ¢ 

vhich Commodity Credit Corporation property is stored and which are 
Predera! house svstem is 30 assigned as follows 

PMA commodity offices \ er| PMA commoditv office (Co) \ 

Portland 3 New Yorl { 
\tlanta i Minneapolis } 
New Orleans 2 San Francisco 2 
Dallas | 

Kansas City 3 Total 30 
Chicago | 


Mr. Harrity. Many of these commodity offices take into considera- 
tion the State warehousing law when they decide on the number of 
inspectors that are to be sent out. In many cases, it Is possible to 
rely wholly on the warehouse inspectors emploved by the State 

Mr. Kruse. That is right. 

Mr. Wairren. Are you relying on them in Texas? 

Mr. Kruse. That is a weakness that we have already admitted. 

Mr. Harritye. That is one of the reasons why we decided to check 
warehouses in Texas 

Mr. Kruse. South Carolina insures the warehouse receipts under 
their State warehouse system. 

The record of Oklahoma, under the State inspection law, is also a 
very good one. The situation varies In various Siates. 

Mr. Unprruiuy. I do not believe we have had a conversion case 
mm the history of Commodity Credit Corporation operations in 
Pacific Northwest 
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Mr. Harrintu. I might state right here, Mr. Chairman, that al 
a vear and a half ago, the Office of Audit attempted to get informa 
together on the various State warehousing laws. There is not a « 
tral point in the country where they have a compilation of such | 
and regulations. So we started a study to determine whether o1 
thev did have laws and regulations throughout the country in 
various States which would enable the Commodity Credit Corporat 
to relv to some extent on State enforcement activities 

We have just about completed that study. 

In some States, we know already that we cannot rely on the w: 
house law enforcement officers. In others we feel that the warehou 
laws are pretty tight and well enforced. 

Mr. Warrren. Is there anything further you would like to sup 
In connection with what vou have just said, Mr. Secretary? 

Secretary Brannan. No, Mr. Chairman, | have given you t¢! 
background to show that what. we will come up with will not be t 
simple problem of comparing applies with apples. It is a matte: 
comparing apples with grapefruit or something else, because t! 
types of inspection are entirely different. 

Mr. Warren. That is true, but who sets those types of inspectio: 

Secretary BRANNAN. Well, the law sets it in one case and we ha 
Set it by policy in the other. 

Mr. Wuairren. And that is a ripe question for discussion. 

Now, after having discussed it, the thing to do is to either Leavy 
it alone or change it. One of them is fixed by law, but the other o1 
is open for discussion here with you folks as to whether it 1s sound 
whether it should be changed. 

Secretary Brannan. Well, ] think the first question is this: Should 
we force all people with whom we do business to qualify under t! 
United States Warehousing Act? 

Mr. Warrren. Well, vou have answered that one earlier, sayin 
that vou could not in many cases. 

Now, the next thing is that you don’t have to do that in order fo 
you to have this inspection. 

I mean that if you are going to have an inspection, you determi 
what vou are Foine to inspect. 

Secretary BRANNAN. That is right. 

Mr. Wuarrren. Perhaps I should point out here that [ think vy 
have made a very excellent record with respect to the fact that thi 
Government’s claim will take priority both in receivership and ban 
ruptey, as the case may be, and further, that the Government has 
right to trace that grain and when it finds it in the hands of a solvent 
person, it has the right to recover. Doubtless, under the law, th 
Government will exercise those rights. The losses of the Gove 
ment will be much less than the total amount of grain that is sho: 
on the part of the Government and other folks doing business wit! 
the storage facility. 

On the other hand, somebody is going to lose; and the less t! 
Government loses, the more other people doing business with th: 
particular warehouse are going to lose. So, in an eifort to preve! 
these unscrupulous dealers from hooking somebody, we should review 
the method of inspection which we have set up, and that is what ! 
would like to go into. 
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Now, under the present program, by not requiring them to be under 


ihe Warehouse Act, we have in times past permitted a whole lot of 
shoestring operators to be in the field with facilities that were not 


ouilt for handling the commodity for which storage space was being 
sought. 

You have explained in the record, your interpretation of vour 
section of the charter which, in your judgment, led you, in a numoer 
of cases, to the necessity of finding some place to store commodities; 
but 1 am wondering whether we can justify the present poliey—you 
have already admitted that vou cannot justify it——of the noninspec- 
tion of warehouses. ‘Vo start with, that policy has been changed. 


Now, in your judgment, where else is it that the policy that has been 


D followed cannot be justified, and where else should modifications be 
made? Can it be that we ought to require them to be federally 
icensed? Can it be, as Mr. Horan says, that instead of going out 


and putting folks into business, by giving them these contracts, we 

ought to expand the farm capacity to hold its commodities from the 

market? Or can it be that there is still a third means by which we 
could handle the matter such as requiring large performance bonds? 
lon’ | would Jike to have your opinion of the matter. 

HT Mr. Grisster. Well, | would like to make this suggestion: The 
inspection of a warehouse, prior to approving it by someone at the 
local level, has now been provided for, but | think we want to re- 

avi examine our bonding requirements. 

ol Mr. Warrren. And the financial statement as well? 

d Mr. Grisster. Yes. 

The next point | wanted to get into was that we need to look into 

uid the matter of trying to get a certified financial statement from either a 

certified public accountant or maybe a commercial credit reporting 
organization, which we would have to do under a contractual basis. 

runs { think we need to look into our bonding requirements and bring 
about a closer relationship between the bonds and the financial ade- 
quacy of the organizations with which we are dealing. The financial 
aspect of this thing will have a great deal to do, | mean the soundness 

MI of our bonds plus the financial assets will have a great deal to do with 

the type of conversion cases we are talking about. 


[ think we ought to look into the matter of inspection and probably 


ve have a higher percentage or at least spot inspections, if not regular 
tu inspections, all the way through. 

nl In that, | think we will be guided somewhat by what our internal 
iS i audit will reveal. Certainly 1 think that a large part of the ditliculties 
ent in conection with these conversion cases, particularly in the Texas 
area, and their not being discovered sooner, could have been avoided 
‘ with a more complete internal audit. I do not know whether that 
Or would have saved any conversion, but the handling of the loading 


orders was a violation of existing procedures. 
Then again I think we ought to review our instructions in that 


U respect. 

hi It is my understanding that if they had been followed this thing 

el would have been uncovered considerably earlier and possibly befor 

1c much conversion had taken place 

t | We will have to insist that those orders be followed, and certainlhs 
our internal order group would have to wateh that thing very closely 


all of the time, I am sur 
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Those are just some of the things, Mr. Chairman, that occur to 
that we need to look into as a result of our discussions. 

Mr. Warrren. Now, all of these things which you have mentior 
do not require any change in the law but just a change in the ) 
cedures within your own agency; is that right? | 

Mr. Getsster. That is right. 

Mr. Wuirren. Now, there is one other thing on which I wo 
like to have your attitude. That is the interpretation which 
Department places on this section of vour charter having to do \ 
doing business with private enterprise 

Secretary BRANNAN. Mr. Chairman, before we get into that 

Mr. Wuirren. Do vou think it would require a change in the 
for you to modify vour present procedures which indicate that wi 


there are facilities that are in the hands of the Government, vou 


that you must, as a matter of interpretation of that law, let them 


veTore Vou can lease them Or mm 


1] a et a - Bp as ; it <s ge j 
ill 1 o1t this Way. VOU Ci | OMModittes MO th 
warehouses abd Make use ol them ‘cannot deal directly w 


another ageney of Government: is that vour interpretation of the lay 


secretary BRANNAN Vir. ¢ hairman, O} ld like to ask Mr Hunt 


Or Mr Shulman i discuss tha me hCCAUSE that Is i 
interpretation. 
AYE Wuirrre) ‘hat the mterpret: M1 understood them 
make the other dav. 
tes 2 : Ln ee } . 
Secretary BRANNAN. Before he does that, | have two statemen 
T deal with the method ol uwpPprovineg warehouses. one deal 
‘approval! of warehouses for the storage of oral, rice, seed 


and dry edible beans and peas, and th other one dealing with ut 
approval of warehouses for the storage of cotton. 

fo those are attached the forms which we submit to the warehous 
man and require him to complete. If we can put those in the reco: 
it this point, before we go on to the next subject, | will appreciate | 

Mir. Wureren. We will be glad to have them 

Now, I want to ask how long that has been the re quired procedul 
and whether that is comparatively hew [ would hke to have that 
by dates. 

This is the situation as of today. Now, is this the same type 
thing that vou have been requiring through the period which we hay 
had under discussion, or is this a variation from that? 

Secretary Brannan. The one on cotton is a revised form date: 
May 17, 1951. So you see that one has been in force over a half 4 
and the other one has been in force over 2 years. 

Mr. W HITTEN. Now, | would like for vou to insert in the record 
statement of how this has been changed. J do not mean a compariso! 


but a brief note about what modifications have been made from tin 


to time. 
We will be glad to have the statements appear in the record at tl 
point 
The statements referred to are as follows: 
ructions in effect prior to February 1951 sug { that commodity offic 
and consider the views of local PMA committees in any doubtful case 
se approval In February 1951 instructions were issued which mad 
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Are Railroad transit stops permitted at 
lf answer is yes, state briefly traasit 


Names and titles of all pers 
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THE ORIGINAL AMD OWE COPY OF THIS APPLICATION TO BE SUBMITTED TO: 


PMA COMMODITY 


IMFORMATION, 


WAREHOUSEMAN SHOULD RETAIN A COPY FOR HIS 








Unirep Srates DEPARTMENT OF AGRICULTURE 
PRODUCTION AND MARKETING ADMINISTRATION 
INSTRUCTION No. 621-3. APPROVAL OF WAREHOUSES FOR STORAGE OF ( 


Rick, SEED AND Dry EpiBLe BEANS AND Pras UNDER 
AGREEMENTS 


1} 


UNIFORM StTo 


Approved for the Administrator: W. Ek. Underhill, Acting Assistant Administ: 
for Commodity Operations. 


PURPOSE AND SCOPI 


This instruction continues the authority of the PMA commodity offic 
approve warehouses meeting the requirements of the Commodity Credit 
poration and to execute Commodity Credit Corporation Form 25, ‘U) 
grain storage agreement,’’ Commodity 


Credit Corporation Form 38, “Agree! 
for handling of 


grain through country elevators,” Commodity Credit Corpora 

Form 26, ‘‘Uniform rice storage agreement,’ Commodity Credit Corpora 
Commodity Credit Corporation kor 

“Contract for storage of seed in transit,’’ and Form H, ‘‘Drv edible bean and 
storage agreement.”’ Warehouses licensed under the United States Ware! 

t “ehouses licensed under the 


Form 22, “Seed storage agreement,” 


is State acts, and unlicensed warel 
ing neial and bonding requirements prescribed herein may hi 
proved. 


Il. CONSIDERATION OF WAREHOUSE APPLICATIONS 


\. While it is not mandatory, 
approval, be licensed under the 
or under State acts. 


it is preferable that all warehousemen, prior 
provisions of the United States Warehouse A 
B. All warehousemen, applying for approval under the storage agreements 
covered in this instruction must meet the minimum financial and bonding 1 
quirements of each agreement applied for and must comply with all provis 
of the applicable agreement 

C. In applying for approval of warehouses for the storage of grain, rice, 
or dry edible beans and peas, the warehouseman shall submit for each warehou 
and for each type of a 


greement for which approval is sought, a completed C 
modity Credit Corporat 


ion Form 24, ‘Application for approval of warehou 
Applications for country warehouses shall be submitted to PMA county 

State committees for their reeommendations before the PMA commodity off 
take final action Where the warehouseman indicates he desires to store 


ni 
one of the above commodities in the same 


i warehouse, separate Forms 2 
shall be submitted for each agreement. identified to that 
to be utilized for the storage of litv and, if approved by the 


portion of the warehe 

COTRINOF 

modity office, separate agreements | oO, & hew applicat 

form shall be required whenever any in, a facility oc 

which mav require the amendment storage agree! 
i eu of the agreement in force. 

no circumstances are the PM ay \ 

h Commodity redi orporation FF 

but not bot 


warehouses he same State 


warehouse under bot! 


4 com ity rf tO appro 


» used TO Covel 
\ ! } ame oper 
schedule of rat is applicable » each facility The 
be used for rice, sec or bean and pea 


¢ i 


storage agreements proy 
nat f the iniform grain storage eement Is prepared 


and is attached to, and made a part o 


ecelving grain by wagon or 
the ace 

ain for promy 
ion Form 38 
Ove! printe | 
‘For har 
emed aj 
mnsiderati 


IOUSeCINAT 








F. When advised by the Transportation and Warehousing Branch that space 
is needed for storage of seed in transit, space as directed should be obtained by 
con mg titive offers where practicable. The through transcontinental freight rate 
must be protected and the seed held in position to move to applicable markets. 

G. If the applicant is a corporation, the directors of the PMA commodity 
offices should be guided entirely by State statutes in requiring signatures of the 
witnesses or the seal on all legal documents. Any agreement exec d by an ¢ 
or fiduciary must have attached thereto the original or ce rtified COps 
authority. 

II, FINANCIAL REQUIREMENTS FOR EACH AGREEMENT 


4. The determination of the financial responsibilities of the warehouseman 
should be based on the certified statement submitted with Commodity Credit 
Corporation Form 24, and doubtful assets should be eliminated from considera- 


\ warehouseman operating a facility for which application 


inder any of the storage agreements specified | 1erein has been made, 


and maintain, above all exemptions and liabilities, net assets liable for 
f any indebtedness arising from the operation f the warehouse 

of at least 10 cents per bushel of its storage capacity for 
yer bushel of its storage capacity for rice, and 40 cents per 
storage capacity for dry edible beans and peas. In 
per hundredweight for the storage capacity of the warehou hall be at least 

jual to 6 percent of the average value of the seed normally stored by the ware 
houseman as determined by the director of the PMA commodity offic How- 
ever the amount of such assets applicable to each of such agreements shall not 
be less than $5,000 and need not be more than $100,000 n lieu of such financial 
responsibilities, a warehousernan shall be required to provide other valid 
guaranties in satisfactory form and amount. 

C. In case a warehouseman has applied for approval of two or more ware} 
in the same State under one or more of the above agreements, concerning which 

le assets applicable to such warehouses are subject to the liabilities of all ware- 
houses under the same operation, such warehouses shall be deemed to be one 
warehouse for the purpose of assets required under this section, and such ware- 
houseman shall have and maintain above all exemptions and _ liabilities, 
assets adequately protected by insurance against loss and damage | 

liable for the payment of any indebtedness arising 

i agrnetngeie= to the extent of at least an amount 

hundredweight commodity storage capacity prescribed in parag 
except that the amount of such assets need not be more than $100,000 

D. For the purpose of determining such assets, capital stock, as 

e considered a liability. A deficiency in assets may be offset by 
> amount of the warehouseman’s bond equal to such deficie 


IREMENTS FOR EACH A‘ 


Exclusive of any amount which may be added 
or such other causes as the director of the PM 
1 justified, the ¢ int of bond required shall bi 
for the maximum number of bushels or hune 
use will accommodate when stored in the manner \ 
for which the bond is required, as stated by the warehouseman 
1. Crain.—Five cents per bushel but not less than $2,000 for war 
accommodate not to exceed 5,000 bushels: not less than $3,000 f 
ses that will accommodate between 5,000 and 10.000 bushels Ot less 
84.000 for warehouses that will accommodate between 10.000 and 15,000 b 
ut t less tl $5,000 for warehouses that will accommodate in exe 
and meee not in am . be more than $50,000 
Five cen yer | hel but not less than 85,000 ar 
850.000 ; 
Seed,.— Three 


a 


iA com 
S50.000 
f \ hundredweight 
50.000 

yperates an elevator or 


inimum amount of bond t 
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under the applicable provisions of the storage agreements shall be at the rat 
at least 10 cents per bushel, in the case of grain and rice; 6 percent of the ave: 
value per hundredweight of the seed normally stored by the warehousema: 
determined by the director of the PMA commodity office; and 40 cents 
hundredweight in the case of dry edible beans and peas for the maximum nu: 
of bushels or hundredweights of commodity that can be stored in such ware! 
but not less than $5,000. The maximum amount of bond for such commo 
shall be determined by the director of the PMA commodity office. 

C. If a warehouseman indicates that the total capacity of his facility will 
be allocated for the storage of the commodity for which application for appr 
under a specific storage agreement has been made, such portion of the ware} 
made available, if meeting CCC’s requirements, may be approved by the dir 
of the PMA commodity office, and bonds conforming to the foregoing shal! 
for the benefit of Commodity Credit Corporation. 

D. In case of deficiency in net assets there shall be added to the amount 
bond determined in accordance with the foregoing, an amount equal to 
deficiencies in assets. 

Kk. Except for bonds which are accepted in accordance with paragrap! 
below, Commodity Credit Corporation Form 33, ‘‘Warehouseman’s bor 
storage agreement,’’ should be used in obtaining bonds under the provisior 
this instruction. This form supersedes the previous bond Form H, and 
developed for use in connection with bonds required under uniform agreeme: 
including grain, rice, seed, and dry edible beans and peas. These bonds s 
be underwritten by satisfactory corporate surety authorized to do business 
maintaining an office or agency within the State in which the warehouse is locat: 
Upon receipt by the PMA commodity office of executed Commodity Credit 
Corporation Forms 33, the bonds will be verified as to accuracy and app 
priateness of factual data and so certified by the PMA commodity off 
cont ‘acting officer. 

F, Commodity Credit Corporation Form 33 has been prepared in a manner 
which permits it to be used for grain, rice, seed, or dry edible beans and pea 
It also may be used where two or more of the above agreements are execute: 
simultaneously for the same facilitv(s) providing (1) all applicable informat 
relating to each agreement is incorporated on the bond form and (2) the amou 
of such bond, established in accordance with section IV of this instructio: 
sufficient to cover the entire capacity of the facility (s) for the commodities hay 
the highest value and bonding requirements under either agreement(s). Cor 
modity Credit Corporation Form 33 may also be used to cover the same faci 
under different agreements not executed simultaneously, providing (1 
factory rider relating to the original bond, approved by the regional 
and accepted by the applicable surety, is obtained and (2) any change 
amount of the original bond contained in the rider is commensurate with 


basis and rates established for commodities under the storage agreement 


the highest bonding requirements 
G. Bonds arranged under the Unitec 
acts, or as required by governing bodies of various contract markets, if mec 


the requirements specified herein, may be accepted in whole or in part, prov 


i States Warehouse Act, the different S 


such bonds are underwritten by satisfactory corporate surety authorized t: 
business and maintaining an office or agent within the State in which the w 
house is located, and provided such bonds are in amounts not less than as sta 
above Such bonds covering approved warehouses may be issued to the 
supervisory authority or trade organizations, provided the bond is for the be 
and protection of holders of warehouse receipts representing commodities sto! 
by the warehousemen and the protection thereunder is comparable to the pri 
tion afforded under Commodity Credit Corporation Form 33, prescribed al 
Consideration may be given to the same bonding requirements covering 
elevators or warehouses of one warehouseman in the same State as covert 
the Regulations of the Secretary of Agriculture issued pursuant to the U1 
States Warehouse Act. The approved bond form (Commodity Credit Corp 
tion Form 33) should be used to eover deficiencies in assets, unlicensed wat 
housemen, warehouses where rail facilities are not available, and wareho 
located in States not having a satisfactory or enforceable warehouse law. 
H. When bonds are accepted in whole or in part as provided in paragrap! 
above, the PMA Commodity Office shall obtain adequate evidence and maint 
suitable records as to the types of bonds, amounts, and expiration dates. 
1. Verification of licensing under the United States Warehouse Act may 
1 warehouses which are released by 


wy 


made by a review of the lists of approver 
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Transportation and Warehousing Branch. Any additional information desired 
can be obtained through the appropriate field office of the Regulatory and Public 
Storage Division, TW Branch. 

2. Information desired in connection with bonds required by State warehouse 
authorities and governing bodies of various contract markets may be secured 
irom these authorities. 

V. APPROVAL DETERMIN ‘TION 


A. The warehouseman’s application, Commodity Credit Corporation Form 24, 
shall be carefully reviewed to ascertain that the warehouse is properly equipped 
to handle and store the commodity to be covered by the storage agreement, 

e., that facilities are available for (1) receiving and weighing, (2) determining 
proper grades and quality in accordance with the applicable United States stand- 
ards and/or regulations promulgated by the Secretary, (3) turning and/or condi- 
tioning the commodity, (4) delivering the commodity in cars or other transporta- 
tion equipment, and (5) such other factors as the Director of the PMA Com- 
modity Office may deem justified. Warehouses not properly insured, those deter- 
mined to be in poor condition, or those not equipped to properly care for the 
commodity shall not be approved. 

3B. No agreements or applicable supplements shall be approved which contain 

deletions of, or additions to, the printed matter. 


VI. DISTRIBUTION OF COPIES OF EXECUTED AGREEMENTS 


The agreements covered in this instruction shall be executed in duplicate, one 
copy to be delivered to the warehouseman and one copy retained in the PMA 
Commodity Office, 


VII. REPORT OF APPROVED WAREHOUSES 


As soon as possible and not later than 60 days after the annual renewal date 
of the applicable agreement, each PMA commodity office shall prepare a list of 
approved warehouses showing, by type of agreement, the contract number, code 
number, location by town and country, tvpe of operation, capacity of the ware- 
houses and the railroad on which the facility is located and such other pertinent 
information as is deemed appropriate, and make such lists available to State 
PMA offices for distribution to county committees, lendine agencies, ete. he 
above requirement does not preclude any office from preparing a more fre- 
quent list if that office so elects. All interim changes (additions or deletions) 
are to be covered by, and incorporated in, monthly supplements or more fre- 
quently if deemed necessary. Twenty-five copies of each such list and supple- 
ments thereto are to be mailed to the Transportation and Warehousing Branch, 
Washington, D. C. The revision of this report has been approved by the PMA 
Reports Committee. 

VIII. SUPERSEDED INSTRUCTIONS 


This instruction is effective immediately and supersedes the previous instrue- 
on No. 621-3, formerly TW Branch instruction 624.3, dated June 2], 1950, 
and memorandum instructions on approval of warehouses for the storage of 

1 dated March 14, 1950, and storage of dry edible beans and peas, dated 
September 10, 1948. This instruction also supersedes ‘Instructions to ware- 
housemen for filing application for approval of warehouse under the provisions 
{ the uniform rice storage agreement,” issued in August 1948. 


U. S. DePpARTMENT OF AGRICULTURE 
PRODUCTION AND MARKETING ADMINISTRATION 
Commodity Credit Corporation 
COMMODITY CREDIT CORPORATION 
FORM 33 
1-29-51) : 
Bond No 
W AREHOUSEMAN’S Bonp—STORAGE AGREEMENT 
Know all men by these presents, That the undersigned - 


(Address) 
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(hereinafter referred to as the Principal) as principal, and the 
, & corporation of the State of 
as surety (hereinafter referred to as the Surety) with offices located in the County of 
State of , (location of the office of 
Surety in the State where the warehouse is located) are held and firmly bo 
unto Commodity Credit Corporation and to anv ageney or person who ma 
injured by a breach of the Agreement(s) hereinafter described (hereinaft: 
ferred to as the Obligees), for their own use, in the principal sum of 
Dollars (4 ) for the payment of which well and truly to be? 
the Principal and Surety bind themselves and their heirs, executors, adn 
trators, successors and assigns, jointly and severally, firmly by these prese: 
The conditions of these obligations are such that 


Whereas, The Principal has made application to Commodity Credit Corpora 


for a 


Agreement(s copy(s) of which Agreement(s) with respect 


located at 


is attached hereto as Exhibit(s 
and made apart hereof; 

Now, therefore, if said Agreement (s) shall be executed this bond shall be effect 
from the date when the Agreement(s) is executed and shall continue in full fore: 
and effect until the dav of 19 . and thereafter 
from vear to vear unless otherwise terminated or cancelled, as here after provid: 
but if the Principal shall well and truly perform and fulfill all of the undertaki: 

conditions, and agreements of said Agreement(s) during t} 
\greement(s) and any renewal thereof, and during the 
under the Agreement(s) and shall well and truly filf 


covenants, terms 
original term of said 
of any guaranty required 
and perform all other obligations as a warehouseman in connection with 
commodity stored or handled under said Agreement(s), and all duly authorized 
modifications of said Agreement that may hereafter be made, notice of w! 
modifications to the Surety being herebv waived, then the obligations of the Prin- 
cipal and the Surety on this bond shall become null and yoid: otherwise said ob! 
gations shall remain in full foree and effect: 
Provided, however, that this bond is executed by the 
Commodity Credit Corporation upon the following express conditions, 
shall become precedent to any right of reeovery hereunder: 
First, regardless of the number of vears this bond shall continue in foree and 
the number of annual premiums that shall be payable or paid, the Surety s! 
| he reunder Lo the ( hligees on account of losses sustained In connect 


not be liable 
er said Agreement(s) for a larger amount in the a 


} 


Surety and accept 


\ 
w! 


‘ 


with commodity stored und 

gate than the amount of this bond. 
Second, this bond mav be cancelled at any time by 

notice to Commodity Credit Corporation of its inte 


all liability thereunber shall terminate 90 days after 


rights of the Obligees shall no 


r hereunder, whether presei 


notice, except the 
to anv claims arising 
date of such eaneellation notice 


Signed, sealed, and dated 


Name rit 


Notice to surety: Correspondence pertaining to amendm 
of this bond, should be direeted to the Contracting ¢ 

Agreement for Commodity Credit Corpo 
involved and the loeat 


cellatior Yfficer of Commod 
Credit Corporation who signed the 
tion, and should refer specifically to the warehouse 
thereof. 

ittached to this bond must be appropriately ick 


rovided on the face the 


yee T 
ice Pp 








APPROVAL OF WAREHOUSES By CCC ror THE STORAGE OF CoTTON 


1. The PMA commodity office forwards to appropriate PMA State office 
partially completed Commodity Credit Corporation Form 49, Application for 
{pproval of Warehouses, covering any warehouse approved under the cotton-loan 
program for the previous year. 

2. The PMA State office forwards the application to the appropriate PMA 
county committee for completion and signature by the warehouseman. 

3. Applications for approval are returned to the PMA commodity office 
through the PMA county committee and the PMA State committee. The 
approval recommended spaces on the application are completed by the PMA 
‘county and State committees. 

t. Upon receipt of the completed application, the PMA commodity office con- 
siders the information contained therein, the certified copy of the warehouseman’s 
audit report or financial statement dated within 90 days of the date of the applica- 
tion, the warehouse tariff, rules and regulations furnished with the application, 
and any other pertinent data relative to the warehouse and determines whether 
the warehouse will be approved for the storage of cotton. 

5. Warehouseman operating warehouse for which an application has been sub- 
mitted for approval shall have and maintain, above all exemptions and liabilities, 
et assets liable for the payment of any indebtedness arising from the conduct of 
the warehouse to the extent of $5 per bale of its storage capacity, except that such 
assets shall not be less than $15,000 and need not be more than $100,000. Any 
leficiency in assets may be supplied by an increase in the amount of the ware- 
houseman’s bond equal to such deficiency. Where applications cover more than 
one warehouse in the same State, the assets applicable to all warehouses will be 
subject to the liabilities of each. In other words, such warehouses may be con- 
sidered as one for the purpose of financial and bond requirements. 

6. After a review of the audit report or financial statement, the PMA Com- 
modity Office determines the amount of the performance bond required due to 
the financial condition of the warehouseman. The amount of the bond is fixed 
at the rate of $5 per bale of the storage capacity of the warehouse, but not less 
than $15,000 nor more than $75,000, excluding any amount which may be added 
by reason of deficiency in assets. 

7. Warehouses determined to be in poor condition or not equipped to properly 
store and care for cotton are not approved. The PMA Commodity Office con- 
siders the information furnished by PMA State and county committees relating 
to local needs, circumstances and conditions, and any other data submitted with 
respect to the selection and approval of warehouses. 

8. The PMA Commodity Office has a staff of experienced and qualified ex- 
aminers who make regular periodic examinations of the warehouses used by CCC 
in the storage of cotton. These examinations are in addition to the examinations 
made by PMA county committees prior to initial approval 

9. The PMA Commodity Office does not require warehbousemen to submit 
opies of insurance policies because cotton under loan to CCC is protected by 
the storage contract which provides ‘The cotton is insured against loss or damage 
by fire for the full market value at the time and place of loss under a policy or 
policies providing coverage similar to that afforded under the standard fire policy 
of the State in which the cotton is stored.” In addition, CCC earries a blanket 

fr } 1 


nsurance policy that. covers errors and omissions in the primary fire insurance 


policies, as well as flood damage. 
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Unirrep Srares DrpARTMENT OF AGRICULTURE 


PRODUCTION AND MARKETING ADMINISTRATION 


INSTRUCTION No. 621 APPROVAL OF WAREHOUSES FOR THE STORA( 
COTTON 


I. PURPOSI AND SCOP! 


This instruction prescribes the procedure to be followed by the New Ork 
and San Francisco PMA commodity offices and applicable PMA State office 
processing warehouse applications for approval, and approving such warehou 
for the storage of cotton. Approval of warehouses for the storage of cottor 
cludes facilities licensed under the United States Warehouse Act and licensed 
unlicensed warehouses which meet the financial and bonding requirem¢ 
prescribed herein. 


Il. WAREHOUSE APPLICATIONS FOR APPROVAL——1951 COTTON LOAN PROGRAM 


\. The PMA commodity office will forward to appropriate PMA State offices 
partially completed Commodity Credit Corporation Forms 49, ‘Application 
Approval of Warehouses’’, covering warehouses approved under the 1950 cot 
loan program, <A supply of Form 49 will also be furnished to PMA State offic 
for use in the event additional warehouses request appreval under the 1951 cott 
loan program, Appropriate instructions for the completion of Form 49 will 
furnished PMA State offices bv the PMA commodity office. 

B. The partially completed Forms 49 will be furnished to appropriate PM 
county committees by PMA State offices for completion and signature by tl! 
warenousemen., 

(. After the Forms 49 have been completed and signed by the warehousem 
the forms will be returned to the applicable PMA commodity office throu; 
the PMA State office by the PMA county committee. The “Approval Recon 
mended” spaces on Form 49 will be completed by the PMA county and Stat 
committees 

D. When the completed Forms 49 are received in the PMA commodity offic 
all subsequent correspondence or negotiations with the warehousemen incident 
the approval will be handled directly with the warehousemen and the warehouses 
will be approved in accordance with the procedures described herein. 

Kk. Warehousemen will be notified of the approval of their warehouses by letter 
or published lists issued by the PMA commodity office with copies to the PMA 
State office and PMA county committee. 


III. CONSIDERATION OF WAREHOUSE APPLICATIONS 


A. All warehousemen, except warehousemen licensed under the United States 
Warehouse Act, will comply with existing State laws covering the operation of 
public warehouses. 

B. All warehousemen making application for approval must meet the minimut 
bonding requirements which the PMA commodity office determines to be neces 
sary in accordance with paragraph V, below. 

C. In applying for approval of warehouses for the storage of cotton, the war« 
houseman will be required to submit for review to the PMA county committee a 
completed Commodity Credit Corporation Form 49. The other documents and 
information prescribed below may be attached to the Form 49 or submitted direct 
to the PMA commodity office by the warehouseman, whichever is desired. T] 
warehouseman will be required to furnish with the application, or direct to the 
PMA commodity office, two sample copies of the warehouse receipt and corr 
sponding bale tag with the tag number printed on the reinforced eyelet of the ta 
which will be used; if not operating under the United States Warehouse Act, or 
the South Carolina State Warehouse System, a certified copy of his audit report 
or financial statement dated within 90 days of the date of the application; a1 
two copies of the warehouse tariff, rules and regulations showing effective dati 
Warehousemen licensed under the United States Warehouse Act or the Sout 
Carolina State Warehouse System are not required to submit financial statements 
audit reports, or sample receipts and bale tags. If the warehouseman does not 
have a printed tariff, a schedule in duplicate must be furnished showing thi 
receiving, storage and insurance, sampling, and other charges for services whi 
will be assessed, and the effective date of such charges. If warehouse receipt 
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cannot be furnished, photostatie copies or typewritten copies certified to be exact 
copies will be acceptable. 


IV. FINANCIAL REQUIREMENTS 


A. The determination of the financial responsibilities of warehousemen, other 
than those licensed under the United States Warehouse Act or the South Carolina 
State Warehouse System, will be based on the financial statement or audit report 
submitted by the warehouseman and doubtful assets will be eliminated. Ware- 
housemen licensed under the United States Warehouse Act are not subject to the 
financial requirements provided herein. 

B. The warehouseman operating a warehouse for which application for ap- 
proval has been made shall have and maintain above all exemptions and liabilities, 
net assets liable for the payment of any indebtedness arising from the conduct 
of the warehouse, to the extent of $5 per bale of cotton of its storage capacity, 
except that such assets shall not be less than $15,000 and need not be more than 
$100,000. <A deficiency in assets may be supplied by an increase in the amount 
of the warehouseman’s bond equal to such deficiency. 

C. In the event the warehouseman applies for approval of more than one 
warehouse in the same State, the assets applicable to all of which shall be subject 
to the liabilities of each,’ such warehouses may be considered as one for the pur- 
pose Of financial and bond requirements. 


V. BOND REQUIREMENTS 


A. Based upon a review of the audit report or financial statement furnished 


by the warehouseman (not licensed under the United States Warehouse Act), 
the PMA Commodity Office will determine the amount of the performance bond 


required due to the financial condition of the warehouseman. Commodity Credit 
Corporation Form 54, ‘‘Warehouseman’s Bond,” is the form to be used by the 
warehouseman in furnishing the bond required. The bond must be executed 


with a surety company holding a certificate of authority from the Secretary of 
the Treasury as acceptable surety on Federal bonds. The surety officer signing 
the bond must be acting within his authority to bind the surety company in the 
amount of the bond. Konds arranged by warehousemen under State warehouse 
laws may be accepted in whole, or in part, provided the bonds are for the benefit 
and protection of holders of warehouse receipts representing cotton stored by the 
warehouseman and is otherwise in a form acceptable to PMA. If it is a Texas 
warehouse, a copy of the bond certified by the clerk of the county court or cer- 
tificate of public warehouse must accompany the application Form 49, 

1. Amount of bond.—Exclusive of any amount which may be added by reason 
of deficiency in assets the amount of bond required shall be fixed at the rate of 
$5 per bale of the storage capacity of the warehouse, but not less than $15,000 
nor more than $75,000. 

B. Bonds furnished by warehousemen under the United States Warehouse Act 
will be sufficient for this requirement. 


VI. APPROVAL DETERMINATION 


Warehouses which are determined to be in poor condition, or are not equipped 
to properly store and care for the cotton, will not be approved. Prior to the 
approval of a warehouse, careful consideration will be given to information fur- 
nished by PMA State and county committees relating to local needs, cireum- 
stances, and conditions and other data for which may be offered in connection 
with the selection and approval of warehouses for the storage of cotton. 


VII. REPORT OF APPROVED WAREHOUSES 
A list of approved warehouses showing the name, location and code numbers by 
States will be prepared by PMA commodity offices and made available tothe PMA 
State offices, lending agencies and others as required. Interim changes in such 
lists will be covered by weekly supplements and deletions, and as found practi- 
cable, current and complete lists will be issued. 


VIII. SUPERSEDED INSTRUCTIONS 


This instruction becomes effective immediately. 
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Secretary BRANNAN. I think these are not modifications but really 
are additions. We required additional information from the county 
committee. In the Arkadelphia case it was on the basis of this kind 
of report that the Dallas office felt like adding 10 cents a bushe! to 
the bond. 

Now, Judge Hunter, will you discuss the question which the chair- 


] ) 


man asked a few moments ago about the interpretation of the lay 
USE OF COMMERCIAL STORAGE 


Mr. Wurrren. I want to know if the War Assets Administration 0: 
any other Government agency has in its possession vacant Federal] 
buildings which would house federally owned commodities or Co: 
modity Credit commodities, it is your interpretation of the sect 
which | asked you to read into the record previously that there « 
be no dealings by the Commodity Credit Corporation with t! 
agency so as to make use of those facilities, and is it vour furthier 
interpretation that we have to let those facilities get into the hands « 
some third party, such as a municipality, an individual, or a corpora 
tion, and do business with them rather than with the other Govern- 
ment agency? 

Mr. Hunrerr. It seems to be the intent of the Congress that CCC 
use private trade facilities unless a different course is found to be 
practical and necessary to make the particular program effective. 

Mr. Wurrren. Then, if the Congress did not approve of the action 
of the Commodity Credit Corporation in dealing with these facilities, 
that belong to other agencies of the Government it is your opinion 
that it would require a revision in the law for them to change that 
course of procedure? 

Mr. Hunrrr. I do want to say this, Mr. Whitten, I think that w 
can agree that a provision in an act of this sort relating to a Govern- 
ment agency 

Mr. Wuarrren. We might have you read the provision into thi 
record at this point so that it will appear here. We have had it 
before, however. 

Mr. Hunter. A provision of this sort relating to a Government 
agency is not one, I think, that can be invoked by somebody with 
whom we made a contract. It is a very distinct admonition to the 
Corporation as to how it should carry on its business. 

Mr. Wurrren. Well, if you were to put your grain into a warehouse 
belonging to another Government agency, there is no outside or third 
party that could attack that thing collaterally, because it could not 
show any interest in it. 

Mr. Hunter. I think you are right. 

Mr. Wuirren. Is it your belief under the law that in order to keep 
within the intent of the Congress, you could not do it unless the law 
were changed? 

Mr. Hunter. Unless we found these exceptional cases. 

Mr. Wurrren. I would like you to recite those in full and to also 
read into the record at this point the particular section of the charter. 

Mr. Hunter. This is section 5 of the act, and it provides as follows: 

In the Corporation’s purchasing and selling operations with respect to agricul- 
tural commodities (except sales to other Government agencies, and in the ware- 
housing, transporting, processing, or handling of agricultural commodities, thé 


Corporation shall, to the maximum extent practicable consistent with the fulfill 
ment of the Corporation’s purposes and effective and efficient conduct of its busi- 
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ness utilize the usual and customary channels, facilities, and arrangements of 
trade and commerce. 

Now, I think we have filed for the record here a statement of the 
history of this situation which seems to take on a very decided meaning 
as you go along. 

Mr. Wurrren. Well, we will be glad to have you present orally 
such part of that as you feel is appropriate here, and also to have you 
include that statement at this point in our hearings—although I 
think you have done it earlier, however, it would not be out of order 
here. 

Mr. Hunter. The phrase ‘‘maximum extent practicable’ was 
added by amendment in order to render the section workable and 
enable the Corporation to carry out its statutory duties. 

It was not intended to allow the Corporation to engage in ware- 
housing activities to the exclusion of private facilities where they were 
available. 

Mr. ANDERSEN. Now, Mr. Solicitor, as one of the authors of that 
amendment, I want to say that it certainly was not the intent of the 
Congress to force the Commodity Credit Corporation to pay more 
money to the private grain trade for the same services than it would 
cost them under their own system of storing. The amendment reads 
to that effect, does it not? 

Mr. Hunter. It states: 
to the maximum extent practicable and consistent with the fulfillment of the 
Corporation’s purposes and the effective and efficient conduct of its busi- 

* * * 


hess 

Mr. ANprERSEN. That last part means a lot as far as the intent of 
Congress is concerned. Our intent is very well expressed there and | 
can see only one interpretation of it. 

Mr. Horan. May I get your idea of what is customary and usual? 

Mr. Hunter. As I stated the other day, when the Secretary and the 
administrative officials make an interpretation of this provision as to a 
matter of business judgment, I would certainly be inclined to go along 
with it. 

Mr. Horan. Then you would take a fly-by-nighter who has an old 
granary some place and credit him as being ‘‘customary and usual’’? 

Mr. Hunrer. I do not think we would take a fly-by-nighter. 

Mr. Horan. You did that. 

Mr. Hunrer. It is not my business as lawyer to pass on what con- 
stitutes a good warehouse. ‘That is a matter of business judgment 
rather than law, unless a very arbitrary and capricious decision was 
involved. 

We are not dealing with a regulatory law. 

\Ir. Horan. We have been talking about the law of averages before 
in this hearing, and the law of averages would be weighted on the side 
of “customary and usual” in the case of a man who had a reputation 
that was good in the grain trade, would it not, and it would tend to 
work against the fly-by-nighter, would it not? 

Mr. Hunrer. I do not think the Congress intended that no new 
persons could come into the warehousing business either. 

Mr. Horan. I don’t think so also, but he would have to bid some- 
thing that was in line with the customary and usual practice and he 
would have to show good faith mm what he was doing. That is what 
we expect out of the customary and usual in the grain trade, that is, 
that they are in it as a vocation and that we have some evidence that 
the men have gone into business legitimately. We have some evidence 
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that fellows have gone into this business, it would appear, in order to 
make a quick dollar. 

Is not that true? 

Mr. Hunrrr. Supposing you were to find that all the producers in 
the community likewise were putting their commodities in. there 
what would you say? 

Mr. Horan. That would be all right. 

Mr. Hunrer. They might take a chance on this fly-by-nighter, too. 

Mr. Horan. 1 must mention once again, Mr. Secretary, the 
Arkadelphia situation, one which I don’t think was customary or 
usual. 

Mr. Wurrren. The Department has rather agreed to that one. 

But going further into these other cases—but I stick to the original 
statement that I made that I believe it would take the most strained 
construction to say that the Congress intended that where the Govern- 
ment agency owned storage places and the Government through a 
different agency, has commodities which it needs to store, that it was 
intended that we had to put a third person between various agencies of 
overnment before it could use its own facilities to store its own grain. 
cannot conceive of any Congressman knowingly doing that. I just 
cannot conceive that anyone could say that that was their intention. 

Under that language, if 1 got your interpretation correctly the 
other day, vou felt that they had to get a third person to get the 
Government’s storage places and then do business with the branch 
of the Government which had the commodities needing storing. It 
just does not stand to reasen. 

If the Congress had done anything like that, certainly it is entitled 
to criticism, in my humble opinion. 

Mr. Hunver. There is another part of this which I would like to 
read. 

Mr. Wurirren. Yes, sir; we will be glad to have you do that. 

Mr. Hunrer. A provision making it mandatory that the Com- 
modity Credit Corporation employ the services of the dealers, com- 
mission merchants, and other usual and customary channels, facilities, 
and arrangements in trade and commerce was contained in 5. 2826 as 
reported out by the Senate Committee on Agriculture and Forestry. 
Upon the recommendation of the subcommittee, following recom 
mittal of the bill to the committee, the requirement was deleted. 
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port of the subcommittee stated as follows 
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‘The intent of the Congress that the Corporation should utilize private trade 


facilities wherever possible could hardly be stated more plainly than as now 
written in the present charter of the Corporation. Yet the decisions as to the 
details of such uti 


idministration of the program. 


That is from Senate Report No. 1375, page 5, March 30, 1950. 


utilization should be made by the Corporation in the course of its 


Mr. Warrren. I want your interpretation of this and I am elimi- 


nating for the moment the qualifying language or the language that 
provided for the exceptions which were added to it. 
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As it was originally written, it stated: 

Nothing contained in this subsection shall limit the duty of the Corporation to 
utilize the usual and customary channels, facilities, and arrangements of trade 
and commerce in the warehousing of commodities. 

Now, in the area where these vacant Government buildings existed, 
certainly where they were built for an air base or for an arsenal or 
something else, they were not the usual warehousing type of structure 
and were not a part of the usual warehousing trade, were they? They 
were built for an arsenal, built for the Air Force, built for some other 
purpose entirely. 

You would not construe them to be otherwise, would vou? 

Mr. Hunrer. If taken over by a private operator and properly 
equipped I should say they were. 

Mr. Wurirren. If they never had a bit of grain in them and they 
had makeshift means of getting it in and out, vou would not say it was 
not normal channels of the warehousing industry? 

Mr. Hunrer. [ think the Department would be very severly 
criticized if it said to a man who wanted to engage in the warehousing 
business, even though it involved the rental of an unused Government 
facility, we will not do business with vou even though you properly 
equip the facility for grain storage. 

Mr. Warrirren. Would you say that these facilities built for an 
entirely different purpose were the regular facilities for trade and 
commerce in the warehousing of commodities before they had been so 
changed? 

Mr. Hunter. No. 

Mr. Warrren. When it had been changed to use it on an emergency 
basis, would vou figure that was sufficient to put it in the regular 
trade channels of the warehousing industry? 

Mr. Hunrer. There might be some question if somebody just 
bought a warehouse to be used for a month. I don’t know of ana 
instance of that sort. 

Mr. Warrren. | am trving to find out vour 
regard to this; it savs here to the maximum extent practicabk 
consistent with the Corporation’s purposes and the effective and 
efficient conduct of its business. 

Now, if vou had the controlling stock in some corporation and vou 
and your other owners of the corporation had on hand tremendous 
quantities of commodities and you also control and have vacant 
buildings under vour ownership, would you not figure that in order 
to handle vour business on an effective and efficient basis, that vou 
ought to use your own facilities before vou let them go into the hands 
of a third person for a nominal sum and then do business with him? 

This says that the exception from using normal channels—TI respect- 
fully differ with vou. A vacated military facility which was built 
for the purpose for which it was intended and where you waited 
until some third person moved in, is not in my opinion the usual and 
normal facility of the trade. 

Mr. ANpbERSEN. | cannot see how they can be construed as such. 

Mr. Wuirren. Taking it for granted they were, then when it says 
usual use except where it interferes with the efficient and effective 
operation of the Commodity Credit Corporation, which is to support 
prices and not to lose the Government’s money or needlessly spend it, 


| 
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I cannot see how under those circumstances you would say pass up 
using your own facilities. 

The War Assets Administration, the Army, the Navy, and the 
Commodity Credit Corporation are all part of the Government. 

Mr. Hunter. Mr. Whitten, you have me ignoring the exceptions. 
I am not ignoring those exceptions. They can use them whenever 
they find an exception to exist. 

Mr. Wurrren. You say when they did not find them, then, they 
had to follow it, but you are not saying they did not have a right to 
find, and in this instance, they should have gone ahead to the War 
Assets Administration. 

Mr. Hunrer. I certainly would not have said it was illegal, if the 
corporation determined that such course of action was essential to 
the effective and efficient conduct of its price-support program. 

Mr. Wurrren. We are trying to find what changes in the law we 
should recommend. 

Mr. Hunrer. | hope vou understand my position. 

Mr. ANpeRSEN. Mr. Chairman, we are speaking of intent as far 
as Congress is concerned. You will recall I had a good deal to do 
with putting in this particular section of the law. Many of us felt at 
that time that the language, as proposed, was needed to permit 
Commodity Credit to operate efficiently and for the best interests 
of the farmer, and without it, it would be extremely restricted. 

Mr. Wuirren. If I may quote that: 

Nothing contained in this subsection (a) shall limit the duty of the Corpora- 
tion 
and this language is what vou have reference to 
to the maximum extent practicable, consistent with the fulfillment of the Cor- 
poration’s purposes and the effective and efficient conduct of its business. 

That is the added language which you have reference to. 

Mr. AnperRSEN. That is correct. Those of us who fought to get 
that in and were successful in getting it in, knew that we left the 
powers of the Commodity Credit Corporation practically untouched, 
and fully able under the law to do a good job. 

Mr. Wuirren. So far as carrying on its orderly business and 
saving money. 

Mr. ANpERSEN. That is correct. 1 regret personally that those of 
us who did help to write that language were not in any way consulted 
by the Department as to the intent of the law, because had we been 
so consulted, we certainly would not have given to it any construc- 
tion that would in the least hamstring Commodity Credit Corpora- 
tion in its actions. 

Mr. Wurrren. I was very active in trying to get that language in 
there, too, as well as other members of this committee. Certainly 
we all felt, as the gentleman from Minnesota did, that in the doing 
of it we had left it where we could use the normal channels and 
facilities insofar as we could, but not to the point of affecting the 
economic operations of the Commodity Credit Corporation. 

Mr. Horan. Mr. Chairman, I would like to address the Secretary. 
Mr. Secretary, you read for us a list of the commercial warehouses and 
the ones connected with mills. I think the total was nine hundred- 
and-some-odd number. 

Secretary Brannan. Under the Federal Warehouse Act? 
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Mr. Horan. Yes. 

Secretary BRANNAN. There are 920 under that act. 

Mr. Horan. With a total capacity of 465 million plus bushels? 

Secretary BRANNAN. That is right. 

Mr. Horan. Does anyone know, with all the discussion and all of 
the study we have made of this storage problem, how much of our 
storage space and how many facility units would be classed as usual 
and customary? 

Secretary Brannan. I am sure there is nobody in the world who 
ever attempted to make a definition of that. Il would doubt that 
very few, if any, of the so-called War Assets properties are in that 920. 

Mr. Horan. I do not think we will get very far with this until we 
have those facts before us. 

Secretary BRANNAN. Mr. Horan, if you will write a definition, we 
will try to run over 15,000 of them and see what we cannot come up 
with. That would be a big job. 

Mr. Geisster. This is just a guess, but it would seem to me, out 
of the 12,500 with which we have contracts, there probably are not 
any more than 109 we were talking about here that are not probably 
normal facilities. 

Then, in addition to that, you remember we do not have uniform 
storage agreements with all of them. So, there are additional normal 
facilities over and above the 12,500 with whom we have agreements. 

Mr. Horan. It would seem to me like someone in the PMA should 
be able to come up with at least the practical answer. 

Secretary BRANNAN. Let us come up with a practical answer to it, 
The very fact we would enter into a uniform grain-storage agreement 
would seem to me to be something that would lead to a prima facie 
conclusion we thought they were usual and normal. If there are 
some of the old War Assets facilities with which we have grain-stor- 
age agreements, and there are, then according to our definition even 
some of the War Assets facilities which we are discussing were usual 
and normal, or else we would not have entered into a grain-storage 
agreement with them. 

Mr. Horan. As an instance that is of practical importance here 
let me sight that the Bureau of Agricultural Engineering came out to 
the area that I live in where we store apples. Someone in authority 
made a statement and said, ‘Why, vou are being charged for cold- 
storage rates here when the facilities are less than that. This plant, 
as an example, although it has an ice machine, is not much better 
than common storage.”’ 

So we came up with engineering figures on how much ice ton ea- 
pacity there should be per square inch of space. We arrived at limi- 
tations, specifications, and classifications which said, ‘This is an ade- 
quate and sufficient warehouse to be classed as a cold-storage plant.” 

Secretary Brannan. “Adequate” is another word much easier to 
define than “usual and normal.” 

Mr. Horan. I would assume that the usual and customary ware- 
house facility would be one which through custom or time had been 
proved to be an acceptable storage spot for grains. That is what 
I think is the direction a definition should move in. 

Secretary Brannan. Would vou not think that if our experience 
was that the grain stored in the warehouse was kept in good condition 
and delivered in good condition promptly and by the fulfillment of 
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all the conditions of the contract, that would be a good criterion as 
to whether it was a normal storage facility? 

Mr. Horan. I think probably that is right. 

Secretary Brannan. As far as we know, none of the Federal] 
facilities have any such serious deterioration as occurred at Ark- 
adelphia, including even the Liberty ships we used. 

Mr. Horan. In regard to the ships, how did that turn out? 

Secretary Brannan. The ships turned out in good shape. There 
was evidence in the early period there was some weevily grain and 
we took it down to the harbor, the New York harbor, and turned it 
and fumigated it, and put it back in. It kept well. 

Mr. Wurrren. | would like to say our investigators declare that 
was a very sound undertaking and proved very satisfactory. 

Mr. Kruse. A remarkable operation under the circumstances. 

Mr. ANDERSEN. I would term such as the shipping and the wharf 
facilities as very satisfactory and acceptable, but I would scarcely 
term them normal. 

Secretary BRANNAN. Or usual. 

Mr. Krust. We operated those ships ourselves. 

Mr. Wurrren. An arsenal built on land is usual and normal, grain 
storage and you can’t use it but a ship in the harbor is not. That is 
what I have been trying to point out in connection with the interpre- 
tation of this section. 

A ship or arsenal built on land, you say that is the usual facility 
of the grain trade, and as such you must use through a third party; 
but if it is in the harbor, or where it has been hauling grain, you can 
use it direct? I do not believe there is any such interpretation you 
can make stick. 

Secretary BRANNAN. These Liberty ships were not grain ships. 

Mr. Wurrren. They were commodity ships, freight ships. They 
hauled anything you needed them to haul. If you needed to haul 
grain, you would have utilized them. 

Secretary Brannan. Oh, no, Mr. Chairman. We had to build 
bins in them. 

Mr. Wurrren. Now we are getting somewhere. Where did you 
find the authority to modify or make changes in the ships, and if you 
had no authority to build bins in an arsenal, how about that? 

Secretary BRANNAN. Nobody said we did not have authority to 
build bins in an arsenal. 

Mir. Wairren. Why did we not have to turn these ships over to 
somebody else and contract with somebody else to vet the use of the 
grain in the ships? 

Secretary BRANNAN. We explored that with a couple of operators 
and decided it would not be feasible. 

Mr. Wairren. Did you make a similar comparison in connection 
with the arsenals and things built on land? 

Secretary Brannan. In general terms, we did. As a matter of 
fact, the history of the celebrated cause here, the Camp Crowder 
one, will demonstrate that we could not have done it as cheaply as we 
got it done by the men who took over Camp Crowder and operated 
it because both operations taken together we think involved loss of 
money by the operators. 

Mir. Wurrren. If you place it on the basis that as a matter of fact 
it was cheaper this way than the other, that is an administrative 
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decision based on the facts you have. If you base it, as I understood 
you did the other day, on the interpretation of the law, I cannot see 
how the Commodity Credit Corporation could make changes in a 
ship that did not belong to them and store grain in a ship that did 
not belong to them, but just to the Government generally, or some 
division of it, but yet could claim it did not have any authority to put 
bins in an arsenal or in a building that had been built by the same 
Government. | just cannot see anywhere that the law would permit 
the one thing on the one hand and forbid it on the other hand. If 
administratively there was evidence you could do it more cheaply, 
that is something else. But to date we have no such evidence. 

Mr. Kruse. One of the considerations on the ships was that the 
ships would be available only to another Government agency and 
would not be available to individuals. 

Mr. Wurrren. [f that had not been true, you would still put them 
in the hands of some third party and would have done business with 
the third party? 

Mr. Krusn. That is a decision we did not have to make, because 
we were informed that is the way it was available. 

Mr. Wuirren. You could have done business with War Assets 
just like the Maritime Commission. 

Secretary BRANNAN. We used four of these facilities, but the bulk 
of these facilities by June 1949 had already passed out of the control 
of the Government. The only point I think is pertinent for considera- 
tion here is whether or not under the law we should have gone to the 
War Assets Administration and said, “Pull back that facility because 
the wheat storage problem is a national emergency.” 

I do not think we could have gotten away with it. 

Mr. Wuirren. Perhaps you could not. Now we have reached a 
conclusion, I want to know, Do you think under the law, in view 
of the ship cases, had you seen fit you could have utilized these facili- 
ties if they had been in the hands of the Government, or another 
agency of the Government? You now feel that you could have if 
vou had seen fit to do so? 

Secretary BRANNAN. Please remember there is an entirely different 
body of law governing the War Assets disposals. The Maritime 
Commission could not sell its facilities. 

Mr. Wuirren. My recollection of the War Assets business was 
before they could sell it they had to tender it to other agencies. 

Secretary Brannan. | think that is entirely correct. We could not 
take over an entire Army camp. We only wanted certain buildings 
on it. 

Mr. Wuirren. I want to know for the present purpose, is any 
change in the law required where any surplus property could be re- 
tained and recalled for the use of any Government agencies? Would 
vou pursue that to see if there is some means? Earlier, it was said 
War Assets could not recall these facilities; that is, the owning agency 
could not recall them except in an emergeney and that the oversupply 
of grain was not such an emergeney that enabled them to call them 
back. 

Will a change in the law be needed if we wish to have it so that they 
could call back such facilities for other governmental needs? 
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Secretary BRANNAN. I assume there would have to be a change. 
There would have to be an addition to the language defining an 
emergency. 

Mr. Hunrer. Mr. Chairman, I was wondering whether it would 
throw any light on the propriety of what was done in this case to 
consider the provisions of the charter under which we can acquire 
real property. Commodity Credit Corporation can only acquire real 
property for the purpose of providing storage adequate to carry out 
effectively and efficiently the Government’s programs and then only 
where it is determined that existing privately owned storage facilities 
are not adequate. There is also a proviso which reads: 

Provided further, That nothing contained in this subsection shall limit the duty 
of the Corporation to the maximum extent practicable consistent with the Cor- 
poration’s purposes and the effective and efficient conduct of its business to utilize 
the usual and customary channels of facilities in the warehousing of commodities. 

Let us assume that the only available storage were three Govern- 
ment facilities which had been rented by private persons and con- 
verted into grain warehouses. They were all equipped to store 
wheat. They are ready to receive it. That was the only storage 
available. Do you think that this committee would approve Com- 
modity Credit going out and buying some real property and building 
an elevator to store commodities? 

Mr. Wurrren. I would like to say not only would we not do it, but 
we have repeatedly advised the Commodity Credit Corporation it was 
not in line with the law and they agreed. 

Mr. Hunter. I think you would expect us to use these facilities 
rather than build new ones. 

Mr. Wuirren. Your statement of fact is somewhat at variance 
with the statement of fact with regard to these vacated Government 
buildings. 

Mr. Hunter. I am assuming there are three warehouses. 

Mr. Horan. Your hypothesis is interesting, but the fact remains 
we did not have three available. We had to find additional places. 
That is where the shoe pinches. 

Mr. Hunrer. These are the additional places we would be con- 
sidering. 

Mr. Horan. You are assuming adequate storage was there? 

Mr. Hunter. Yes. 

Mr. Horan. If you do that, we do not have any argument. The 
trouble comes when we have to improvise. 

How do you do that? Does Commodity Credit do it? I mean 
when you do not have ‘usual or customary” storage facilities. You 
are talking about usual or customary in the accepted sense. 

Mr. Hunrer. I say there are warehouses taken over and ready to 
operate. i 

Mr. Horan. They are equipped to store wheat? 

Mr. Wuirren. That is hardly the picture here. I would like for 
the record to show the date on which these formerly surplus facilities 
went into the hands of the third party and the dates on which con- 
tracts were begun and discussions were begun for the movement of 
Government grain into them and the date when the contract was 
finally consummated to give us some idea as to time. 
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Secretary BRANNAN. You are aware that the bulk of that informa- 
tion is not in our possession? We do not know when War Assets 
transferred X property to the city of St. Louis. 

Mr. Wuirren. That is true. 1 think War Assets will give it to you. 
We would like to know when it was and we would like you to make 
an effort to obtain it. 

Mr. Horan. Did not Mr. Kruse testify to that question yesterday? 

Secretary Brannan The dates when all these facilities were 
transferred? 

Mr. Wuirren We are talking about the ones you used 

Mr. Horan. He stated that had been done. That study was not 
begun until 1949-—I think you testified to that yesterday. 

Mr. Dean. If you mean as to what CCC operated, we have that. 

Secretary Brannan. That is four. 

Mr. Wurrren. There were quite a number. That is the Camp 
Crowder case, but the record showed there was a considerable number. 

Secretary Brannan. No, sir; we operated four. 

Mr. Wuirren. You operated four, but I am talking about the 
places where the agency leased them for nominal sums and you, in 
turn, leased them from the third party paying rents 

Secretary BRANNAN. The total number of former defense facilities 
used for storage of CCC owned or controlled commodities was 109. 

Mr. Warrren. That information must come from War Assets. 

We will be glad to have you check on your files and call on them 
to supply the information, if they will, and compare it with your 
records. 

Mr. Kruse. We have a complete file as to when we entered any 
of these facilities, but we do not have the information as to when 
they were turned over by War Assets to these other corporations or 
people or municipalities. 

As far as our records go, the utilization when we entered the 
building and signed the contract, we have that information. 

(A statement on this point is as follows:) 

A check with the General Services Administration and other agencies which 
eurrently control or have controlled former defense facilities, has indicated that 
the exact dates on which facilities were disposed of are not available in Washing- 
ton and cannot be obtained before this record goes to press. It has been possible, 
however, to classify the facilities which were used for the storage of CCC com- 
modities under the following headings: 

1. Facilities on which title had been transferred by the Federal Government 
prior to the time they were used for storage of CCC owned or controlled com- 
modities. 

2. Facilities which were leased by the Federal Government during the time 
when under its charter CCC did not have the power to acquire or lease any 
plant or facility or to acquire or lease real property or any interest therein. 

3. Facilities which were leased by the Federal Government after June 7, 1949, 
at which time CCC did have power to acquire or lease a plant or facility if needed 
for storage purposes and the determination had been made that commercial 
storage facilities in the area were not adequate. 

4. Former defense facilities acquired by lease Or right of entry by CCC from 
other Federal agencies and operated by CCC 
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Facilities on which title had been 


time they were 


Operator 

International Fertilizer Feed Co., 
Bakersfield, Calif. 

Parr Terminal Warehouse Co. 
San Francisco, Calif. 


’ 


Contra-Costa Vegetable Oil 
Corp., Richmond, Calif. 


Stevenson Warehouse Co., San 
Franciseo, Calif, 
Commodity Warehouse Corp., 


Elsmere, Colo, 


Midland Bean Co., Colorado 
Springs, Colo. 
Standard Grain Co., La Junta, 


Colo. 
E. L. Rickel Grain Co.., 
City, Mo. 
Bert D. Barlow, d/b/a Air Mail Storage 
Co., Hazelton, Idaho 


Kansas 


Calumet Harbor Terminals, Chicago, 


Ii] 
Roberts Enterprises, Rockdale, Ill 


Stark-Lawless Grain Co., Wvoming, I 
Commodity Credit Corporation 


Commodity Credit Corporation (Trans- 


Air, Ine., Seymour, Ind., lessee). 


Commodity Credit Corporation 
Do 
Do 
Mountain States Bean Co., Denver, 
Colo. 


Casterline Grain & Seed Co., Dodge 
Citv, Kans. 

Garden Grain & Seed Co., Garden City, 
Kans. 

Lloyd Morrison, Great Bend, Kans 

Walter A. Cooke & Sons, } ikhart, Kans 

Kansas Milling Co., Wichita, Kans 

Midland Warehouse Corp., Hackney, 
Kans. 

Jaton Rouge Warehouse Co., 
Baton Rouge, La. 

Sikeston Warehouse Storage Co., Sikes- 
ton, Mo. 

Emergency Grain Co., Salina, Kans__-_- 


Inc., 


Emergeney Grain Co., Salina, Kans__- 
Alda Lumber & Grain Co., Alda, Nebr 
Emergency Grain Co., Salina, Kans 
Morrison & Quirk, Hastings, Nebr 

30x Butte Storage Co., Buda, Nebr 
Ingalls-Turner Grain Co., Cairo, Nebr 
Box Butte Storage Co., Morrill, Nebr 


Davey Grain Co., Maleolm, Nebr 
Emergeney Grain Co., Salina, Kans 


trasnferred by Federal Government prior to the 
ised for storage of CCC owned or controlled commodities 


Original name or defense plant number 

Bakersfield Guayule Mill, Bakersfield, 
Calif. 

Mari-Set. USMC-1558 
Warehouse No. 224, 
St., Richmond, Calif. 

Land loaned by Santa Fe Ry to Govern- 
ment who erected buildings (known 
as Kaiser Corp., Inc.). Upon ecancel- 
lation of land lease, buildings deeded 
to Santa Fe Ry. in lieu of restoration 

Do. 


Terminal 
600 South 4th 


Sec. 


Peterson Field, Colorado Springs, Colo 
Do. 

La Junta AAF, La Junta, Colo. 

Pueblo AAF, Pueblo, Colo. 


Phillips Field, Michaud. Power Coun- 


tv, Idaho (post office, Pocatello, 
Idaho . 
Calumet Harbor Yards, 130th and 
Stonv Island Ave., Chieago, Ill. 
Roekdale Ordnance Plant, Rockdale, 


Ill. (see base). 
DPC (Plancor 1531-23), Wyoming, III. 
Freeman Field, U. S. Air Force, Sey- 
mour, Ind. 


Do 
Vigo Plant T-304, Vigo County, Ind. 
U.S. Naval Air Base, Ottumwa, Iowa. 
U.S. Air Force Base, Sioux City, Iowa 
Denver Medical Depot, Denver, Colo. 


Dodge City AAF, Dodge City, Kans. 


Garden City AAF, Garden City, Kans. 

Great Bend AAF, Great Bend, Kans. 

Liberal AAF, Liberal, Kans. 

Pratt AAF, Pratt, Kans. 

North AF No, 2 to Strother AAF, Cow- 
ley County, Winfield, Kans. 

Baton Rouge Engineer Depot, Sharp 
Station, Baton Rouge, La. 

Missouri Institute of Aeronautics, Sikes- 
ton, Mo. 

Bruning Satellite 
Nebr. 

Fairmount AAF, Fairmount, Nebr. 

Grand Island AAF, Grand Island, Nebr. 

Harvard AAF, Harvard, Nebr. 


Air Field, Bruning, 


Do. 
Kearney Air Base, Kearney Nebr. 
Do. 
Woodlawn-Linecoln Air Base, Lincoln, 
Nebr. 


Lincoln AAF, Lineoln, Nebr. 
MeCook AAF, MeCook, Nebr. 
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Facilities on which title had been transferred by Federal Government prior to the 


time they were used for storage of CCC owned or controlled commodities 


O perator 

Currly 
Covis, N. Mex. 

Henderson Grain & Seed Co., Farwell, 
N. Mex. 

Hobbs Grain & Feed Co. (e/o Bernard 
C, Vineenti Lubbock, Tex. 

Webster Industries, Ine., Horsehead, 
N.Y; 

Washburn-Wilson Seed Co., Horsehead, 
N. Y 


Odenbach Terminals, Rochester, N. 


New York 
ators, Inc.(agent for cits 
China-American Tobacco Co 
Commodity Credit Corporation 
Caudill Grain Co., Altus, Okla 


Foreign Trade Zone Oper- 


Valley Grain Co., Kansas City, Mo 
Farmers Grain Co., Union Citv, Okla 
O. K. Transfer & Storage Co., Me- 


Alester, Okla. 
Commodity Credit Corporation 
E-P Milling Co., Ine., Muskogee, 
Okla. 
Fisher Grain, Ine., Woodward, Okla 
Northwestern Ice & Cold Storage Co., 
Portland, Oreg. 


Kerr, Gifford & Co., Inec., Portland, 
Oreg. 

Archer-Daniels Midland Co., Portland, 
Oreg. 


Charleston Tidewater Terminal, 
Charleston, p. © 
Do. 
Harvest Queen Mill & 
Plainview, Tex. 
Plains Grain & Storage Co., Inc., Fort 
Worth, Tex. 
Williamson County Cooperative Asso- 
ciation, Inc., Taylor, Tex. 
Tucker & McKinley Wholesale Grain, 
Big Spring, Tex. 


Elevator Co., 


Arrow Mills Ine., Houston, Tex_. 

Eastern Seed & Equipment Co., Inc., 
Brownwood, Tex. 

San Angelo Grain Storage Co., King 
Bros., Muleshoe, Tex. 


Caudill Grain Co., Altus, Okla 


‘Amarillo Oil Mill Co., Amarillo, Tex 

North American Compress & Ware- 
house Co., Dallas, Tex. 

National Warehouse Co., Fort Worth, 
Tex. 


Meekins Warehouse & Storage Co., 
Kingsville, Tex. 
Caprock Grain Co., Fort Worth, Tex 


Temple Grain & Hay Co., Fort Worth, 
Tex. 


County Grain & Elevator Co., 


of New York). 


-Continued 


Original name or defense plant number 


Clovis Army Air Force Base, Clovis, 
Clovis, N. Mex. 
Do. 
Hobbs Army Air Foree Base, Airbase 
City, Hobbs, N. Mex. 


KImira Sub-Depot of New Cumberland 
General Depot, Horsehead, N. 1 & 
Do, 

Odenbach Shipbuilding 
Dewer Ave : Roche ster, 
Staten Island Piers, Canal St 

Piers 13. 15, 16, Staten Island, 
Camp Butner, Creedmore, N. C 
Vandalia Air Field, Vandalia, Ohio. 
Altus Army Air Field, Altus. Okla 
Clinton Naval Base, near Burns 

Okla. 

Mustang Field, Ek] Reno, Okla. 
Prisoner of War Camp, McAlester, 

Okla. 

Davis Field Air Base, Muskogee, Okla. 
Davis Field Airport, Muskogee, Okla 


Corp., foot iT 
N.. ¥ 


. Stapleto! 


N. Y. 


Flat, 


Woodward Army Air Field, Woodward, 
Okla. 
DPC 21 £5. Northwest 


Sts., Portland, Oreg. 


13th and Davis 


Terminal Annex No. 2, Oregon Ship- 
vards, Portland 3, Oreg. 

Planeor 1617 known as Columbia 
Steel) 734 North East 55th Ave., 
Portland, Oreg. 


Charleston Embarkatior lrerminal, 
Charleston, S. C. 
Air Supply Depot, Depot No. 2, 
Corner, S. C. 
Amarillo Army 
Tex. 
Do. 


Monks 


Air Field, 


Amarillo, 


Camp Swift, Bastrop, Tex. 
Big Spring Army Air Field, Big Spring, 
Tex. 
Camp Bowie, Brownwood, Tex. 
Do. 


Do. 


Childress 
Tex. 
Amarillo Army Air Field, Folsom, Tex. 

Pampa Army Air Field, Heaton, Tex. 


Army Air Field, Childress, 


Naval Air Station Blimp Base, Hitch- 
cock, Tex. 
Kingsville Air Base, 


Kingsville, Tex. 


Lamesa Air Field, Lamesa, Tex 


Do. 
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Facilities on which title had been transferred by Federal Government prior to the 
time they were used for storage of CCC owned or controlled commodities—Continued 


Operator Original name or defense plant number 
Lubbock Grain Storage Co., Lubbock, South Plain Army Air Field, Lubbock, 
Tex. Tex. 
Odom Storage Co., Lubbock, Tex __ Lubbock Army Air Field, Lubbock, Tex 


R. C. Young Feed & Seed Co., Lub- Breedlove Airport, Lubbock, Tex. 
bock, Tex. 

Frank Bailey Grain Co., Inec., Fort Bluebonnet Ordnance Plant, McGregor 
Worth, Tex. Tex. 


Bill J. Bishop, MeGregor, Tex Do. 

San Angelo Wool Co., San Angelo, Tex Do. 

Producers Commodity Storage Division Camp Wolters Wolters Air Fores 
Air Accessories, Ine., Fort Worth, Base), Mineral Wells, Tex. 
Pex 

San Angelo Wool Co., San Angelo, Tex San Angelo Army Air Field, San Angelo, 








Tex. 

Ss Angelo Grain Storage Co., King San Angelo Municipal Airport, Sar 
Bros., Muleshoe, Tex. Angelo, Tex. 

Continental Grain Co., Fort Worth, Pantex Ordnance Plant, St. Francis, 
Tex Tex. 

Doggett Grain Co., Dallas, Tex Do. 

Harvest Queen Mill & | levator Co., Do. 
Plainview, Tex. 

Plains Grain & Storage Co., Inec., Fort Do. 


Worth, Tex. 

Weeks and Bagwell, Claude, Tex : Do. 

Plains Grain & Storage Co., Stamford, Stamford AAA, Stamford, Tex. 
Tex. 

Frank Bailey Grain Co., Fort Worth, Foster Field, Telferner, Tex. 
Tex. 

Caprock Grain Co., Fort Worth, Tex__- Do. 

Tompkins «& Nibler, Walla Walla, T-207 Walla Walla City County Air- 
Wash port, Walla Walla, Wash. 

Wisconsin Tobacco Growers Associa- Truax Air Field, Madison, Wis. 
tion, Edgerton, Wis. 

Box Butte Storage Co., Morrill, Nebr Alliance AAF, Alliance, Nebr. 


O. M. Kellogg Grain Co., Denver, Colo Do. 

(Jeorge Newswaneger, Alliance, Nebr Do. 

Facilities which were leased b I] the Federal Government during the time when wnder 
its charter CCC did not have the power to acquire or lease any plant or facility or 
to acquire or lease real property or any interest therein 


Operator Original name or defense plant number 
Mountain States Bean Co., Denver, Rocky Mountain Arsenal, Denver, Colo. 
( olo. 
Clark Terminals of Zoston, Inec., Boston Tidewater Terminals, 666 Sum- 


Boston, Mass. ner St., Boston, Mass. 

Terminal District Co., United States Twin Cities Arsenal, United States 
Highway No. 10, gate 4, New Brigh- Highway No. 10, New Brighton, 
ton, Minn. Minn. 

Fairfax Storage Co. (Westinghouse Pratt-Whitney Plant, Kansas City, Mo. 


Corp. lessee), Kansas City, Mo. 

B. & G. Warehouse Co., Omaha, Nebr. Cornhuskers Ordnance Plant, Coplant, 
assigned April 1, 1948 to Corn- Nebr. 
huskers Warehouse, Inc.). 

Monmouth Cooperate Association, Camp Adair, Wellsdale, Benton County, 


Monmouth, Oreg. Oreg. 
Stevenson & Young, Norfolk, Va _ Norfolk Terminals (Army base), Nor- 


folk, Va. 
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Facilities which were leased by the Federal Government after June 7, 1949, at which 
time CCC did have power to acquire or lease a plant or facility if needed for storage 
purposes and the determination had been made that commercial storage facilities 
in the area were not adequate 


Operator Original name or defense plant number 
L. Irwin & Sen, Foley, Ala ..-- Barin Field, Foley, Ala. 
Albee Warehouse Co., Riverbank, Calif. Plancor No. 226A4 (Aleon Reduction 
Plant), Riverbank, Calif. 
Maco Warehouse Co., Stockton, Calif_. Stockton Subdepot, Benicia Arsenal, 
Borden Highway, Port of Stockton, 


Calif. 
Michigan Processed Foods, Illiopolis, Sangamon Ordnance Plant, Illiopolis, 
Ill. (Mason County Seed Co., Deeca- Ill. 
tur, Ill., lessee). 
Mansfield-Ford Grain Co., Illiopolis, Do. 
Ill. (Mason County Seed Co., Deca- 
tur, Ill., lessee). 
Distillers International Trading Corp., Cast Armor Plant, American Steel 
Kast Chicago, Ind. Foundry, Department of Army, East 
Chicago, Ind. 
Lloyd Morrison, Salina, Kans .. Sunflower Ordnance Plant, DeSoto, 
Kans. 


Hutchinson Merchandise & Warehouse, U.S. Navy Air Base, Hutchinson, Kans. 
Hutchinson, Kans. (Mid-Continent 
Industries, lessee). 
Industrial Storage Co. (Harry Surface U. 8S. Navy Air Base, Hutchinson, 
& Co.), Kansas City, Mo. Kans. 
Lloyd Morrison, Salina, Kans- Warehouse Area, Camp Phillips Aux- 
iliary to Smoky Hill A. F., Salina, 


‘ 


Kans. 
Emergency Grain Storage, Inc., Salina, Forbes Air Force Base, Topeka (Pau- 
Kans. line), Kans. 


Emergency Grain Storage, Inc. (P-T Victoria Aux. AAF, Wichita, Kans. 
Air Service Inc.), Salina, Kans. 
W. B. Kennedy Company, Murray, Kentucky Ordnance Works, Paducah, 
Ky. (Murray Warehouse Corp., lessee). Ky.! 
Do Kentucky Ordnance Works, Box 
Factory, Paducah, Ky. 
Carlay Storage Co., Knob Noster, Mo__ Sedalia Army Air Base, Knob Noster, 


Mo. 
Industrial Warehouse Corp., Inec., Lake City Ordnance Plant, Lake City, 
Kansas City, Mo. Mo. 


V. M. Harris Grain Co., Scott City, Camp Crowder, Neosho, Mo. 
Kans. 
Midwest Storage & Realty Co., Inc., Do. 
Kansas City, Mo. 
Boston Tidewater Terminal, Ine., Boston Tidewater, Terminals, 666 Sum- 


Boston, Mass. ner St., Boston, Mass. 
Wagner Mills, Inc., Schuyler, Nebr Nebraska Ofdnance Plant, Wahoo, 
Nebr. 


Coop. Grange League Federation Ex- Sampson Naval Base, Sampson, N. Y. 
change, Inc., Ithaca, N. Y. 


Northnagle & Pratz, Seneca Falls, N. Y Do. 

Pendergast Bros., Gage, N. Y t Do. 

Vandeveer & Coleman, Ine., Lyons, Do. 

Geo. W. Haxton & Sons, Oakfield, N. Y Do. 

National Terminals Corp., Cleveland, Schlegel Air Force Plant, 1200 West 9th 
Ohio (Brookpark Warehouse). St., Cleveland, Ohio (Cleveland Tank 


P!ant). 
Philadelphia Wool Scouring & Carbon- Hepponstall-Eddystone Corp., Eddy- 
izing Co., Philadelphia, Pa. stone, Pa. 
National Warehouse Co., Fort Worth, Bryan Air Force Base, Bryan, Tex. 
Tex. 
1 CCC acquired title to this facility while operating under its Delaware Charter and prior to the time 
was prevented by the Federal Charter Act from acquiring or leasing plants or facilities. 





Facilities which were lease! by the Federal Government after June 7, 1949, at which 
time CCC did have power to acquire or lease a plant or facility if needed for storage 
purposes and the determination had been made that commercial storage facilities 


in the area were not ade quate Continued 


Operator Original name or defense plant number 
Arrow Mills, Inc., Houston, Tex _. Naval Air Station, Blimp Base, Hitch- 
cock, Tex. 
Modern Freezing & Storage Co., Cor- Camp Adair, Wellsdale, Benton County, 
vallis, Oreg. Oreg. 
Portage Warehouse Co., Merrimac, Wis Jadger Ordnance Works, Merrimac, 
Wis. 


’ 


facilities acqu red hy lease or right of entru ‘CC from othe Federal 
agencies and operated by CCC 


defense 


} 
* number 


OY perator Original name or defense pla 


Plant, Dixon, 


dity Credit Corporation Green River Ordnance 

Il. 

Hemp Mill Planeor 1531-85), New 
Richland, Minn, 

Oklahoma Ordnance Works, Pryor, 
Okla, 

Badger Ordnance Works, Merrimac, 
Wis. 

Mr. Wuirren. We appreciate your seeking the other. 

Mr. ANDERSEN. Mr. Secretary, did I understand you to say pre- 
viously that the operators of the Camp Crowder lease had lost money 
in the deal? 

Secretary BRANNAN. That is my understanding. The record will 
show it. 

Mr. ANperSEN. I have asked for information in connection with 
that. 

Secretary BRANNAN. We have preliminary data, but not the audit 
of the completion of their operation. That we will try to get from 
the General Accounting Office. 

Mr. Unperuizty. It might be interesting to note even in Camp 
Crowder the Government did convey it to the trustees of the Univer- 
sitvof Missouri. The trustees never would accept it orat least it wasn’t 
used for educational purposes so the deed was ultimately canceled by 
court action. That proceeding was, | believe, still pending when the 
first grain operator went into Camp Crowder. 

Mr. Wuarrren. Actually what happened, and that is the thing that 
disturbs us, is with this Government grain in sight is it not a fact that 
in many instances these folks put themselves in the storage business 
so as to get these contracts? While these facilities were in the hands 
of various Government agencies, instead of CCC going after these 
properties to see if they were available to be used under this strained 
construction of the law, they stood idly by and let somebody go and 
lease them for no other purpose than to get a Government contract for 
grain. 

Just as in the cotton warehouse at Arkadelphia, as long as the 
CCC held back under a legal interpretation they could not go out 
and seek storage places from other parts of the Government, so it 
was a ready field for some fly-by-nighter or one of the finest persons 
in the world who might wish to make some money who had a flat 
‘ate across the board—Commodity Credit Corporation pays the 
same-—to go out and get this facility for a song, comparatively speak- 
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ing, from War Assets, the Army, or the Air Force with the contract 
with Commodity Credit for the storage of its grain practically within 
sight. 

If we can get these dates, | think you will see that is what hap- 
pened. We want to know if, under the law, you are bound by your 
former course of action, or if the law is broad enough where you can 
change the interpretation of it so as to prevent what apparently 
happened in some of these cases. 

On the other hand, if any of these cases show that it cost the 
Government more or fully as much to go in and try to operate them- 
selves as it cost you under this, that is an administrative decision. 

It could have been decided properly. As I understood the earlier 
record, it Was not predicated upon that but on this legal opinion 
that you could not use that which was yours, meaning by ‘“‘vours,”’ 
the Government. 

Secretary Brannan. May I complete the record? There were 
many factors brought into consideration, among which were these. 
We were in great need of additional storage space. In order to 
operate the facility, we would have to go out and employ people 
through all the civil-service procedures. We would have to go buy 
equipment in the market place through the procurement systems of 
the Government, all of which are good, proper, and all of which are 
necessary safeguards, but all of which take time. By the time we 
could have gotten into business in some of these facilities, a consider- 
able period of time would have elapsed. 

In the Camp Crowder situation, we would have had to buy a fleet 
of trucks. The man who operated it used trucks to bring the grain to 
the bins from the railroad. We would have been in the employment 
business up to our necks. 

Mr. Wuatrren. That is unless the Bureau of Entomology and 
Quarantine had additional trucks or unless the War Assets Adminis- 
tration had surplus trucks, or unless some other division of the 
Government had them. 

This is an age-old story, but this lack of coordination between the 
various departments is something that plagues us all the time. 

I still am convinced there is too little tie-in between top operations 
of one department and another. 

Are there any further questions? If not, Mr. Secretary and 
gentlemen, we have gone into the matter thoroughly as it now 
appears. It could be, as some of this information is supplied, we will 
wish to pursue the matter further. We are going to try to consider 
the testimony that has been given to us in connection with our own 
report, and we will report this out at the earliest opportunity with such 
observations and recommendations as the committee has. We do 
appreciate the courtesy that vou have extended us and the fact that 
vou have borne with us, because this is not an easy matter. Many 
times, in our effort to seek light, we do not understand the question 
well enough where perhaps we should. 

I do think the whole thing will be conducive to some good. The 
situation which exists is not nearlv as bad as lots of folks have said 
in some particulars. It can be corrected a whole lot easier than some 
folks feel. 
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We do appreciate this chance.to go into it, and, we hope out of 
all of it will come some benefit in preventing the same occurrences 
in the future. 

We have to admit, as big as your operation is, there are some such 
things which would have happened under any circumstances. 

Mr. Horan. Could I have an answer to this, Mr. Chairman? 
The storage in the idle ships looks like it is a good operation, and our 
report so states. But, on the basis of the figures contained in this 
report, the storage was better than 12 cents a bushel, which is higher 
than your standard rate; is it not? 

Mr. Gertssuier. Yes. 

Mr. Horan. Is that to be weighted out by the fact that was a 1-year 
operation? 

Mr. Kruse. To make a proper comparison, you must include the 
in-and-out charges of the uniform grain-storage agreement. 

Mr. Horan. It does not include the in and out? 

Mr. Kruse. No. 

Secretary BRANNAN. That is just bare storage. 

Mr. Kruse. This was the over-all. ) 

Secretary Brannan. Mr. Chairman, I would like to say this: 
The suggestions which we have had, I am sure, are going to be very 
useful to us. ‘To get the reactions and the attitude of the committee 
on these problems cannot do anything other than help us in our con- 
stant effort to improve and rectify our operations, strengthen our 
weak spots, and otherwise improve the job that we are constantly 
trying to do. 

I am sure all the folks in the Department have welcomed the oppor- 
tunity to talk to the committee about it. I certainly want to make it 
clear that we have at no time entertained any thought but that this 
was a most proper subject for the committee to go into in complete 
detail. Weshall be very happy to continue to discuss it. 

I might say, Mr. Chairman, the bulk of this material came to you 
through your investigators, who for almost 90 percent of the cases 
got their material from our reports. If the committee wants to 
explore a device by which you can get it directly out of our records, 
we would be glad to do that. Maybe the way this is being done is 
the best way, because it gives you a feeling of having double-checked 
the matter. But we would be very happy to explore that. 

If I might just say one final word, noting the newspaper’ stories 
that have appeared from time to time about the subject: On the 
basis of the record, it seems to me that it does not even remotely imply 
that any Federal employee had any fraudulent intent in any of these 
conversion cases, but it does point to the fact that a couple of them 
have been careless. 

Mr. ANDERSEN. Mr. Chairman, after hearing the evidence here in 
connection with Commodity Credit and PMA, I cannot see where the 
grounds exist that would justify statements to the extent that have 
been played up in the press. 
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Personally, as a friend of Commodity Credit and PMA, I am glad 
we have discovered that there is as little as appears to be wrong with 
the Department itself. The main scandals appear to be on the part 
of individuals outside the Department committing thefts for which 
these individuals should stand trial in our courts and, if guilty, should 
be punished. I think the Department has been lax in certain quar- 
ters in their inspection duties. I am also of the opinion that the 
Department has within it a few employees who should long ago have 
been discharged. Iam glad, however, that very little, if any, evidence 
has been brought to light as to irregularities in our State and county 
PMA committees. 

Mr. WuittreNn. Mr. Secretary, in conclusion, I want to say that 
all the members of this committee have proved through the years 
that they are firmly of the belief that there is some type of price- 
support system necessary in view of the bargaining power of labor 
and of minimum-wage laws, in view of protective tariffs and the other 
factors that enter into the fixing of a unit of profit with regard to 
manufacturing articles. 

The high cost of those elements results in having to have some pro- 
tection or some floor under the price of the basic raw material. 

In the opinion of this committee at least, it feels that the depressions 
we have had in the past show that the break has come in agricultural 
prices, but the stronger we believe in that situation the more we are 
determined to do everything we can to see that the handling of the 
price-support program through the Commodity Credit Corporation 
is handled in the squarest and the most honest way that we know how. 

I know in saying that we cannot hold ourselves out as being the 
only ones interested in that because we know vou folks are. But, in 
our efforts to zealously guard the operations and the means of handling 
this major problem, we certainly need to go into all of these things that 
are reported. Anything that is indicated out of line we should be the 
first to get on it and to insist on its being carried all the way back to 
where it may have originated, either in faulty law, policy, or lax 
administration, or in collusion or anything else. 

Insofar as the evidence has been made available to us, through our 
investigators, we trv to go into it most thoroughly. 

In the doing of it, we have welcomed any facts you have and we 
have tried to give you every opportunity to put those facts in. Believ- 
ing, as | know you do and the other gentlemen here, that price 
supports are essential under our modern economy in this country— 
that is, that being true—we all must join to jealously guard the 
proper handling of the Commodity Credit Corporation. Again, we 
are not alone on this side of the table in our desires to do that. We 
know you folks have the same desire. 

Secretary BRANNAN. Thank you again. 
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Mr. Warrren. Mr. Warren, we are pleased to have you with us 
this morning. I do not know of anyone who has left the Congress 
voluntarily, as vou did, or under other circumstances, who left any 
more friends here or who the membership holds in higher regard than 
vourself. We have occasion to follow vour work as Comptroller 
General, and that feeling and sentiment have continued to grow since 
you voluntarily left the Congress to become Comptroller General. 

Our committee here handles, as you know, agricultural appropria- 
tions. It has been the practice since I have been chairman of the 
committee to investigate each vear some several phases of the Depart- 
ment’s work to help us in handling our job and to find out if there 
may be shortcomings in existing policies or procedures. We believe 
it has been helpful to us to do that. A few vears ago we had the 
Bureau of Entomology and Plant Quarantine investigated, and that 
resulted in reorganization and tremendous savings. As a result of 
disclosures with respect to the use of surplus property, we had that 
situation investigated as well as certain practices throughout the 
Department, all of which have brought benefits. 

Each vear we have selected what we have considered to be the ripest 
field for our folks to work in to bring about improvements and correc- 
tions. Last August I asked for and in October our investigators 
started to work on an investigation of Commodity Credit Corpo- 
ration’s operations. 

We have had our report, which includes a number of things in a 
number of cases scattered about the United States, mostly in the grain 
areas because that is where they started to work. Of course, at this 
time they have not had a change to go everywhere. They had been in 
Texas, where | note that you have reported a number of shortages and 
other practices which are not the best. Since our folks have gone into 
that also and we are interested, at the present and will be in the future, 
in a continuation of the investigation, I thought it might be well for 
us to counsel together and find out from vou such information as you 
had and receive from you such advice and counsel as vou may be able 
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to give us as to how we should proceed in order that we may work out 
some basis of going ahead so that there would not necessarily be 
duplication from here on. 

I preface my remarks by saying that. We are pleased to have you 
here and to have any general statement you wish to present. We just 
hope that we will have a chance to counsel together on our mutual 
problems. 

Mr. Warren. | appreciate very much, Mr. Chairman, your very 
kind remarks. I do have a short statement here, and since this is for 
the record perhaps it might be well for me to read it. 

Mr. Wuirren. Please do. 


INTERIM REPORT ON GRAIN STORAGE PROGRAM OF CCC 


Mr. Warren. I am glad to respond to your invitation to discuss 
with you the interim report of investigation by the General Accounting 
Office of certain phases of the grain storage program of the Commodity 
Credit Corporation as carried out in the vicinity of Dallas, Tex. 
Copies of the report were furnished to your committee, its counterpart 
in the Senate, and to the House and Senate Agriculture and Expendi- 
tures Committees on January 11. [attended and testified on this 
subject at a hearing of the Senate Agriculture Committee last Friday 

I do not need to tell this committee that the General Accounting 
Office is the agency of the Congress for checking on the tinancial 
transactions of the Government. As a part of its duties in that 
capacity, it conducts commercial-type audits of the Commodity 
Credit Corporation and makes annual reports to the Congress under 
the Government Corporation Control Act of 1945. In facet, the 
auditing provisions of that act stemmed from Public Law 240, enacted 
by Congress in 1944 at the request of both the Secretary of Agri- 
culture and myself to have the accounts of the Commodity Credit 
Corporation audited by the General Accounting Office for the Con- 
gress. Our audit report on the Corporation for the fiscal vear 1951, 
now with officials of the Department of Agriculture for their considera- 
tion and comments, will have a section on grain-storage activities. 
That report will be transmitted to the Congress at as early a date as 
practicable. 

In accordance with normal audit procedure, various matters per- 
taining to inventories (including the possibility of shortages) were 
discussed from time to time with representatives of Office of Audit, 
Production and Marketing Administration. 

During the course of these discussions, it was noted that the Office 
of Audit had found a number of cases of an inordinate time lag 
between the issuance of loading orders and the shipment of grain. 
That office undertook the examination of 136 non-federally-licensed 
warehouses in the Southwest, chiefly in Texas. As a result, shortages 
were developed by the Agriculture Department auditors in 30 ware- 
houses, although not necessarily in those in which the shipping delays 
occurred, Similar examinations are continuing to be made on a 
selective basis, extending to all parts of the country. Where appro- 
priate, the cases are turned over to the Office of Compliance and 
Investigation, PMA, for further developmeént looking toward institu- 
tion of criminal proceedings, if indieated. Full information concern- 
ing shortages disclosed is contained in the departmental records. 

The Corporation utilizes a very large number of warehouses in 
which commodities are stored (over 10,000 public warehouses, and 
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some 130,000 Corporation-owned grain bins). It is not feasible 
economically for the GAO auditors to visit more than a very small 
percentage of them in making its audits. Under the Government 
Corporation Control Act, the General Accounting Office, as contem- 
plated by the act, utilizes the reports of the internal audit and inves- 
tigation activities of the Department of Agriculture. 

As a result of information disclosed by our audit and received from 
other sources, our own Office: of Investigations early in November 
1951 initiated an investigation in the Dallas area to supplement the 
audit. That investigation is still continuing, but the interim report 
evidenced considerable potential losses to the United States through 
the failure of participating warehouses to maintain either the quality 
or the quantity of grain in storage. I sent the interim report to your 
committee with the thought that you might wish to note and inquire 
into the measure of diligence displayed, until very recently at least, in 
the activities of the departmental representatives charged with the 
supervision of the program. After studying the report, I have ordered 
a full and complete investigation of some other areas. 

The report sent to you on January 11 was based on the most recent 
information available, including information as late as January 2. | 
think that is perhaps the most current report that the General 
Accounting Office has ever in its entire existence sent to the Congress. 
Since there have been some indications that the material in the report 
might be considered old, I would like to make the point that we can 
never be much more current than this if we want to send verified 
information to the Congress rather than unconfirmed rumors. 

It is a part of the duty of the General Accounting Office under the 
Budget and Accounting Act, 1921, and other legislation governing the 
activities of the Office to detect irregularities in Government financial 
transactions, and, when found in audits or investigations, to report 
them to the Congress and its committees. This report was presented 
to your committee in carrying out those responsibilities of the office. 
We never send a report to the Congress unless after careful review we 
feel it represents the true facts. 

In sending our reports up here, we can have no other purpose than 
to serve the Congress. I stress that particularly because of the un- 
fortunate inferences which have been drawn in some quarters from 
Secretary Brannan’s letter of January 14 to Senator Ellender concern- 
ing our report, which letter has been given wide circulation in Congress 
and the press. I would find it difficult to believe that the Secretary 
could possibly have intended to convey the impression that the General 
Accounting Office had any part in the political and prejudiced motives 
which he attributed to some in connection with our report, and he has 
in a very frank and forthright public statement to the Senate Agri- 
culture Committee denied that he had any such intention. I refer 
to it solely for the purpose of reiterating before this committee that 
the General Accounting Office will always report significant informa- 
tion to the Congress, without reference to where it is found and with- 
out regard to any considerations, political or otherwise, except a full 
sense of responsibility to perform its duty and to serve constructively. 

We have three rules in making our audits and investigations 
first, to be right; second, to be fair; and third, to go down the middle 
of the road. While we naturally do not expect those concerning whom 
reports are made to be happy if those reports in any way reflect on 
activities under their supervision and direction, our usefulness would 
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be destroyed if we permitted our decisions to be governed by a desire 
to be popular. I believe that the committee will find that the report 
is completely factual, objective, and impartial, and in keeping with 
the status of the General Accounting Office as the nonpartisan and 
nonpolitical agency of the Congress. 1 believe it will also be evident 
that the report in no way takes issue with the grain-storage program, 
but is concerned only with the manner of execution of the program 
in the particular area under investigation, 

The statements in the report as to grain shortages are based largely 
upon reports of the Office of Audit and the Office of Compliance and 
Investigation, Production and Marketing Administration, Depart- 
ment of Agriculture, An exception is the first case concerning a 
spoilage loss at Arkadelphia, Ark., which is the result of our own 
independent Investigation Mr. Wilham L. Ellis, Chief of our Office 
of Investigations, and members of his staff are here to summarize 
the report and explain or discuss the various cases covered by it. 


Mr. Wairren. Thank vou, Mr. Warren. 
COMMERCIAL TYPE AUDIT 


I notice here—and [I think it might be well for the record to show 
that we have some general knowledge about it—that vou have used 
the words in vour statement that vour office makes what is called a 
commercial-tvpe audit. Briefly will vou explain what that covers. 

Mr. Warren. That is the type of audit described by the Byrd- 
Butler Act of 1945 which, for the first time, placed all of the Govern- 
ment corporations under budgetary and auditing control and for the 
first time gave Congress any independent insight into their operations. 
Now, Mr. Weitzel, will vou pick that question up and answer it, please 

Mr. Wairren. We are familiar with that. In fact, I served for a 
number of years on the subcommittee that handled that. It might 
be revealing to note—-and | point it out—that vou and the others who 
advocated this act were certainly correct. 

[recall that when I first sat on that committee we found the Spruce 
Corporation—and I have forgotten the rest of the name—which had 
existed for the more than 20 vears since the First World War and which 
had not returned a dime to the Government but had been paying high 
salaries to personnel that the Army assigned there when somebody 
Was looking for an eas) job Until this Corporation Aet Was passed, 
nobody in the Congress had any awareness that such existed Wi 
ended that 

Mr. Warren. That is correct. That Corporation was out in the 
State of Washington. 

Mr. Horan. It was the famous spruce division which should never 
have been allowed to last that long 

Mr. Werrzet. That was the United States Spruce Production 
Corporation which, together with the United States Housing Corpora- 
tion, was a holdover from World War I. 

I am sure that the ehairman will reeall that there were 101 cor- 
porations at the time the Government Corporation Control Act of 
1945 was passed. That number is now down to 64. We feel that one 
of the accomplishments resulting from enactment of that act was that 
Congress got more of a control and a look-see at the activities of some 
of these corporations. 
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Now, the commercial-type audit, which is prescribed by the act, 
is different from the Government-type audit which had been per- 
formed all through the years, of the regular departments and the 
regular agencies for the purpose of settlement of accounts of the ac- 
countable officers of those agencies. For the most part, the corpora- 
tions were authorized to settle and adjust their own claims and ac- 
counts; and the General Accounting Office was not authorized ,under 
the previously existing law, to question any of their transactions or 
even in a regular fashion to report their activities to the Congress. 
The purpose of the audit provisions of the act was to keep Congress 
informed of their operations and financial condition. The auditors 
proceeded by examining the charter and other applicable laws, the 
organization, the programs of the corporations, and the policies of the 
corporations for their effect on financial transactions. The audit goes 
into the chart of accounts, the documents which are posted to those 
accounts, and the internal control of the corporation. Based on a 
thorough survey or analysis of the organization and division of re- 
sponsibilities, the basic accounting structure and the way in which 
that is carried out by the personnel of the corporation, a decision 
is made as to how many of the individual transactions of the corpo- 
ration will be examined. The audit is conducted at the site where 
the accounting records are normally kept. 

The commercial-type audit does not contemplate an examination 
of every piece of paper or every transaction of the corporation, but a 
sufficient examination to tell that their accounts are in order and 
that they are carrying out the laws of the Congress in their activities. 
There is a specific requirement in the Government Corporation 
Control Act, as all of vou know, I am sure, that the Comptroller 
General report to the Congress any programs, expenditures, or other 
financial transactions or undertakings found, in the course of the 
audit, which, in his opinion, are in violation of law. In any event 
his audit report includes financial statements and any comments and 
information necessary to keep Congress informed of the financial 
condition and operations of the corporations, with related recom- 
mendations. 

Now, of course, we all realize that the charters of the corporations 
are so broad that it is sometimes rather difficult to find something 
actually in violation of law, because the corporation is authorized to 
determine and prescribe the manner in which its obligations shall be 
incurred and its expenses allowed and paid. That is final and con- 
clusive as far as questioning for purposes of recovery is concerned. 

But for the purposes of reporting, the General Accounting Office 
has full authority and does furnish a report annually to the Congress 
on the activities of each of these Government corporations. The 
report for the Commodity Credit Corporation is up here for the fiscal 
vear 1950, and the report for the fiscal year 1951 is at the Department 
of Agriculture for their consideration and comment. 

Mr. Warren. May I go a little afield on this point? It is very 
gratifying to us that the number of Government corporations has 
decreased from 101, since the passing of the act, to, I think, 64 now. 
Our experience under this act has convinced us that the corporate 
form is the very last thing that Congress should give to anyone unless 
it is absolutely necessary to have a corporate charter. 

These charters, as Mr. Weitzel said, are ju ist so wide that most of 
the corporations can do anything in the world they pleas 
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Now, I very strongly opposed the President’s request, which was 
backed up by Mr. Charles E. Wilson, that the President be given 
power to create corporations at will in connection with the defense 
production program. We were gratified that Congress took the same 
view. We could see no real need for it, in the first place; and I have 
never heard any complaint because they did not receive that power. 
If the request is made again we will oppose it again. If it were pro- 
posed to give anyone the right to create a corporation at will, we 
would oppose it on the ground that even if the Congress were to see 
a need to create a corporation it should itself issue the charter and 
specify the powers and purposes 

Mr. Wurrren. That your remarks not be misunderstood here, 
however, I do believe that you approved the change that was brought 
about several years ago whereby, while formerly the Government 
corporations, most of them, like many other corporations, had been 
incorporated under the laws of the State of Delaware, for reasons that 
are apparent in the laws of that State, a few vears ago we changed 
back to where the Congress incorporates, which gives the Congress 
full know-how, I mean full knowledge as to what is intended and what 
the precautions are that we should take. 

Mr. Warren. We very strongly backed that proposal at the time. 

Mr. Wairren. The Commodity Credit Corporation being one of 
those instances where the volume of business and other things enter 
into it, I wonder whether you mean to indicate that you are opposed 
to a corporate structure in that instance? 

Mr. Warren. No. I do not see how you could operate the Com- 
modity Credit Corporation except under the corporate form, and 
the same thing is true of the Reconstruction Finance Corporation. 

But there were, Mr. Chairman, corporations created solely to evade 
audit and budgetary control, and everything else vou can think of. 

Mr. Wuirren. I am in accord with you on that. Again I might 
say that I wrestled with that problem from 1944 until I became 
chairman of this subcommittee, not only with the two that vou men- 
tioned but with regard to many others as a member of the subcom- 
mittee handling Government corporations at that time. 

I did want the record to show that there was really no difference 
between your own viewpoint and mine. 

Mr. Warren. I realize that this has to be a corporation, 

Mr. Wurrren. Now, in connection with the commercial audit, 
does that contemplate that you make checks in the field as to, for 
instance, the handling of grain as a matter of course, or do you do 
that on occasion when there is something in other parts of the audit 
which would point that out to you? What is the practice? 

Mr. Werrzeu. Since there are so many of these warehouses, Mr. 
Chairman, over 10,000 of the public ones and over 130,000 of these 
grain bins, with our small staff of auditors of only a few hundred for 
all of the corporations and other comprehensive type audits that we 
do, we could only visit just a very small number. Now, we have just 
visited a few of these grain warehouses in the past, but we depend 
primarily on the corporation itself, its Office of Audit and its Office 
of Compliance and Investigation, to keep these warehouses straight. 
We realize that they have this same problem because they have not 
had too large a force, and they have had a tremendous grain storage 
problem in the past 2 or 3 years, an unprecedented problem. 

But we did feel that they should consider strengthening their in- 
ternal control and strengthening their surveillance of these warehouses, 
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particularly the nonfederally licensed warehouses, which do not hav: 
the advantage, we might say, of an inspection by the PMA warehous: 
inspectors. And particularly when reports of shortages began to come 
in and began to circulate in the grain trade, we felt that the Corpora- 
tion should go in and make more thorough and more widespread 
inspections. 

Now, we can, if necessary, go in to individual warehouses; but Mr. 
Ellis’ force is small and our Corporation audit force is small. We 
would rather have the situation such that we can rely on the internal 
audit and inspection of the Department; but, if necessary, we will go 
into some individual warehouses. 

Mr. Warrren. The committee fully appreciates the problems you 
have. I just wanted to have the committee and myself clear as to 
the course of procedure so that we m: \ understand who to look to for 
this, that, and the other in connection with the whole operation. 

Now, | note that your investigation started along in November. 
Your audit probably may have antedated that, but you began to look 
into these matters along in November as a result of what you had 
seen in the way of the slow movement of these loading orders, as | 
understand from your report. 

Mr. Warren. We are speaking now of the Dallas area? 

Mr. Wurrren. Yes. 

Mr. Warren. I personally ordered that investigation about the 
last week in October of 1951, after receiving what I considered an 
unimpeachable statement from high class, high caliber people. Then, 
of course, our office at Dallas had also been hearing rumors. So we 
got in on this particular proposition about the first week in November. 

Mr. Wuirren. We have asked the Department with regard to the 
Texas cases. We had the benefit of your report, and | would like to 
sav that our own investigators had also checked the Texas cases. In 
addition to the Texas cases, our folks ran into the shortages of rice in 
connection with the handling of a large amount of rice in California, 
and beans in New Mexico and Colorado, the mishandling of com- 
modity operations by some of the employees in Kansas City of 1 
structions in connection with letting contracts, and quite a number of 
other cases which have gone into the record. 

Now, the point that I would. like for the record here is whether 
there has been anything prior to the October visit which led the 
General Accounting Office to feel, prior to that time, that there was 
any irregularity or anything that was shown in the type of audit that 
vou made. | am not asking you to verify the fact that there was not, 
but | am asking whether there was anything in the type of audit that 
vou made which indicated, prior to that time, that anything was 
wrong. You moved in, in other words, as soon as you had notice of 
the condition which you felt should be investigated? 

Mr. Warren. As IT said, I personally ordered this Dallas investi- 
eation. 

Mr. Weirzen. | might say, Mr. Chairman, that this question 
about the loading orders was noted in our audit under the Govern- 
ment Corporation Control Act. Along with other matters in accord- 
ance with normal audit procedure, it was discussed with the Corpora- 
tion, with their Office of Audit, which had found these instances of 
inordinate time-lag between issuance of the orders and loading of 
grain. They instituted an audit program. Now, whether that was 
done as a result of our conversations or independently, I cannot say; 
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but I do know that we discussed the point with them and they went 
into these warehouses in the Southwest. 

Then we began to receive cumulative evidence that perhaps the 
administrative authorities in the Production and Marketing Admin- 
istration were not taking sufficiently prompt action on some of these 
cases, in one of which they even had the reports from their own 
inspector down in the Dallas area that that grain was going out of 
condition. That was this Arkadelphia case. 

Those cumulative reports led us to feel that we should undertake 
our own independent investigation without waiting for the conclusion 
of the Department’s investigation. 

Mr. Wuirren. Now, in this connection, we have worked with this 
Corporation for several vears, and I would like the benefit of your 
counsel on this: Now, cause and effect flow pretty closely together 
many times; and where you did point out to them the slowness with 
which loading orders were filled and pointed out the weaknesses in 
their internal check, and where, after you talked to them, they 
immediately started out on it, I think it logically follows that there 
may have been some connection between the two. 

I would like to ask this: In connection with the Dallas office it has 
been reported to us by the Department that they have removed the 
manager and, as I recall it, the assistant manager from that office. 
Under their departmental policy, the responsinility for what happened 
there rests with the manager and the man right directly under him 
whose duty it was to check these loading orders, to check these ware- 
houses, and to do the other things which were not done to the extent 
of preventing that. 

\RKADELPHIA CASE 


They also have advised us that the Arkadelphia case came about 
and the committee pointed out that it came about—-because they had 
no prior inspection to start with which would have given them 
knowledge as to the tvpe of warehouse it was; further that there was 
no check of the financial statement of the folks in the Arkadelphia 
deal who had $6,000 of capital, 1 believe, according to your own 
report, $5,400 of which had been exhausted, leaving cash in the 
bank of $600. 


SUGGESTED CORRECTIVE MEASURES 


Notice actually was given to the Dallas office of the condition of the 
grain quite a long time, probably a year or close to it, before the grain 
was actually moved. It is, as we can say now, the recommendation of 
the committee that certainly there should be a requirement of inspec- 
tion of any warehouse prior to entering into the uniform storage 
agreement with it. Certainly there should be an investigation of a 
financial statement to see that it is authentic and that it really shows 
the true picture. 

They tell us that they have made that correction as of a few months 
ago, that they have removed the folks responsible for nonaction after 
they had had notice and who had not kept a check in the Dallas office, 
that they have instituted a program requiring prior check of any 
warehouse before entering into a uniform storage agreement with 
them, and that, further, they will check the financial statement. 
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We have further asked that attention be given to the requirement 
of a bond in cases where there is more than the average risk. | 
would like to add that it is the opinion of the committee at this time 
that there should be in the Production and Marketing Administra- 
tion a separate unit of compliance and investigation for Commodity 
Credit Corporation work entirely, having to do with commodities, 
which would report directly to the head, Mr. Geissler. An inspec- 
tion should be made of the warehouses that they have—and I do not 
mean that everybody should know when they are going to come in, 
but in any given period an inspection of a particular warehouse 
should be conducted as is done under the Warehousing Act. 

Now, I am asking you whether, in your opinion, that would correct, 
insofar as we know how to correct the condition which you found, or 
whether there are other things that we as a committee should demand 
of them to help correct and prevent this kind of thing. 

Mr. Warren. I think that probably Mr. Ellis, our Chief of Investi- 
gations, who handled this report, can more properly answer that 
question. 

Mr. Exuts. Mr. Chairman, it is true that a new man has come into 
the Dallas office, a Mr. Mosely, who has cooperated fully with our 
people, who gave us a new set of facts as of last Thursday which con- 
firmed again the statement that Mr. White and the others had given 
us in December and only indicated that the evidence of shortage 
showed somewhat more rather than somewhat less. 


RECOVERY OF LOSSES 


He also told us as of last Thursday that, notwithstanding all of the 
talk, there had not yet been a dime recovered from anybody, which 


led us to be skeptical as to the amount of recoveries. You understand 
that we were reporting shortages, not necessarily losses; and that is 
the one reason why we were skeptical about the shortages being re- 
covered. 

Mr. Wuirren. Well, now, let us keep it straight here. I do not 
mean to take issue with you, and you may be 100 percent right. But 
with regard to the recovery of shortages, considering the period of 
time between the time of your report and the time our report was made, 
which was along in the first part of January, the only way you could 
have recovered shortages since then normally would be for the fellow 
to go get the grain and bring it to you or to give you your own grain 
back. I mean that should you have to resort to the courts; and, being 
a lawyer, I know that they do not move quite so fast as that. So 
insofar as your report is concerned, there has hardly been enough time 
to recover other than for the man to give you his own grain or to find 
your grain and turn it over to you. I want to go the whole way, but 
the time has been too short to recover through the courts, wouldn’t 
you say, since last Thursday or since the Ist of January or since the 
2d of January? 

Mr. Exuis. But the purpose of our whole report was to indicate 
that this should have been started a year and a half ago. 

Mr. Wuirten. I am not questioning that in the least. 

Mr. Euuts. Until I can see some recoveries, I am not ready to accept 
these hopeful reports that the Government is going to get all of its 
money back, 
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Mr. WuittEN. Now, don’t you misunderstand me. We thoroughly 
agree with you that this should have been known a year and a half 
ago. I pointed out the changes that have been made and the corree- 
tions that the committee, I am sure, is going to demand. I am asking 
whether there are still other things that we should demand in the 
future to help prevent this kind of thing happening again. 
ty Now, we are also insisting that every action be taken, now that it is 
known, to recover for the Government; but the trouble is that it was 
not known until very recently by those that should have acted. At 
least they state that they had no knowledge of it. I want to point out 
that there has not been enough time to recover through the courts 
from the time that you folks learned of the situation up to the present. 

Mr. Exuts. That is correct. 

There are a few possible deficiencies even in the corrective measures 
which have been undertaken, notwithstanding that they are good as 
far as they go. For example, we have made the criticism that the 
inspection process, up until very recently, was limited to an inspection 
of the quality of what was in the warehouse without any check as to 
the quantity, and that is quite a different operation. 

Mr. Wuirtren. | would like to say that we raised the same question 
with them vesterday. 

Mr. Horan. May I ask this question: The head of the Internal 
Audit Section, Mr. Harrill, reported and gave the committee the im- 
pression that it was their job to inspect the quantity. 

Mr. Exuts. It is now beginning to be. 

Mr. Horan. That has been newly instituted. 

Mr. Euuis. Until last summer in the Dallas area there was none 
whatsoever. 

Mr. Wuirren. To refresh Mr. Horan’s mind on the statement as to 
the difference between the Federal warehousing type of audit and the 
PMA type of audit in these other warehouses, as it was related yester- 
day, with regard to the Federal warehouse there was a check as to the 
quantity, but there had not been with regard to the other type. We 
immediately wanted to know why and whether it would not help the 
situation to require that there be a check as to the quantity. Mr. 
Harrill went ahead and said that when the Audit Section had occasion 
to feel that something was out of line they actually, under those 
conditions, did go in and measure the grain. But you meant. that 
that was not the regular practice. 

Mr. Exuis. That is right. 

Mr. Wurirren. They admitted that yesterday. 

Mr. Exuuis. They have now started a small survey into practically 
all of the commodities in the Audit Office. It is a very small thing 
compared to the number of warehouses outstanding. It would only 
be the smallest of spot checks, but, so far as it goes, it is good. 


OPERATOR'S BOND 


Now, you mentioned, secondly, the bond. There have been some 
doubts raised about the collection of the bond in the cases where there 
has been neglect of the commodity. That is a matter of study, and 
I am not in charge of that. I know that those legal questions have 
been raised in the legal office within the Department of Agriculture. 

There is also about the bond the possible question of its adequacy. 
They established a policy of 5 cents a bushel, with 10 cents more a 
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bushel in cases where the operator was known, from’a financial stand- 
point, to be relatively deficient. But even then it is only 15 cents a 
bushel, and wheat, of course, is worth a lot more money than that. 


INSPECTION 


Now, in connection with the inspection process, that is, the Office 
of Compliance and Investigation of the PMA, you may want to con- 
sider whether the approach, instead of making it even more subject 
to the Commodity Credit Corporation, with all that that implies, 
should not be relatively more independent from Commodity Credit 
and subject only to the Secretary. As we understand it, now it is 
entirely under the PMA. 

Mr. Wuirren. But it is about two notches down from the top of 
PMA. The question there was whether or not it would not be better 
to make it independent of the Commodity Credit group. In other 
words, in the PMA, as I understand it, you have Mr. Kruse who 
handles all of the commodity business; and it was the thought of this 
committee that you should not have the Office of Compliance and 
Investigation 

Mr. Exuuis. Mr. Duggan is under Mr. Kruse and Mr. Kruse is 
under Mr. Geissler. 

Mr. Wurrren. The report of our investigators states: 

The PMA Office of Audit and the Office of Compliance and Investigation are 
improperly placed in the PMA organizational structure. At present both offices 
report administratively to the Assistant Administrator for program coordination. 
The necessity for the complete independence of the audit and inspection functions 
is well recognized, and it is believed that both of these offices should be placed as 
svecial staff sections in the organizational structure and be responsible solely to 
the Administrator. 

We are thoroughly in agreement about making it independent, but 
do you agree with us that there should be complete independence of 
this group, insofar as you can have it? 

Mr. Exuis. Perhaps it ought to have even more independence. 

Mr. ANDERSEN. It is my thought, as expressed yesterday in the 
subcommittee, that this unit should report directly to the Secretary 
and not to the Director of Commodity Credit. 

Mr. Wuirren. I want to ask you this: We all agree that the Office 
of Compliance and Investigation should be independent and should 
be a group unto itself, but would you think that it should report 
actually to the head of the whole Commodity Credit operation who 
has full knowledge of the Corporation, or would you think that it 
should go to the Secretary of Agriculture, with the many and sundry 
things which come under him which of necessity prevent him from 
having any close knowledge of the actual operations of the Commodity 
Credit Corporation? 

Mr. Ennis. I could not say now. I can see some very real 
advantages to having it directly under the Secretary; but I would 
certainly like to reserve our final answer until I have a chance to 
talk to our Corporation audit people. 

Mr. Wuirren. We will be glad to have your counsel and advice 
after you have had a chance to fully go into that. 

Mr. Exuis. After that is done, we will be in a position to know a 
great deal more about that. 
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LICENSED WAREHOUSES 


I would like to add, as a final suggestion, that your committee might 
consider taking up with them the question of the policy of using so 
many of the non-Federal warehouses. As pointed out, the federally 
licensed warehouses are supposed to be in pretty good shape. They 
are pretty well controlled, we understand. There is an obvious weak- 
ness in the State control of warehouses, at least in the State of Texas, 

Mr. Wuirren. I agree with you there. I might say to you that we 
have gone into that matter very thoroughly. But they say there are 
just not enough federally inspected warehouses or federally qualified 
warehouses to even touch the amount of grain that they have at all. 

Mr. Exuis. That certainly was true 2 vears ago undoubtedly, but 
I am not too sure that it is true now. 

Mr. Wurtren. They say that it is true now. They say that there 
are 925 warehouses that are federally licensed which only have 465 
million bushels of storage. The total number they do business with 
is more than 12,000. That is storage of grain, | presume. They also 
state that the total amount of storage space they require is far beyond 
that. 

Secondly, they point out that in the Texas cases, for instance, two 
out of eight were federally inspected warehouses and only six out of 
the eight were of the other type. And two as related to the total 
number of federally inspected warehouses is a far greater percentage 
than six as related to the number of nonfederally inspected warehouses. 
I mention that just to show that there is that side to the matter. 

Now, the other thing would be the requirement of a larger bond. 
Now, is that the answer, or if the warehouse is so poor or if the admin- 


istration is so poor that you have a much greater risk, should you 
not scratch it off to start with as against going in there with an 
increased bond? That leads you to another question. 


CONTRACTS WITH RECEIVERS 


Mr. Exuis. That does raise the only final question on that general 
future field which we would like to consider. That is the one we were 
talking about before the meeting. We would want to look carefully 
at these contracts with the new receivers and to make sure that the 
net effect is not a lucrative contract with a new receiver to bail out 
the warehouse corporation from excessive shortage in a prior year. 

Mr. Wuirren. The report has already come to me privately that 
with regard to one of these cases in Texas, where there is an absolute 
admission of all sorts of fraud and conversion, a big drive is on now 
to get the Commodity Credit Corporation to store linters in the 
same warehouse and enable them to make more money. 

Mr. Exuis. We have to be very practical. That may be the only 
way that the Commodity Credit Corporation can get its money back 
from corporations that do not have much in the way of assets or where 
the bond represents only 10 or 20 percent of the evident loss. If 
the warehouse can operate and give a decent bond and the rate is 
only the uniform storage agreement rate anyway, perhaps that is the 
only way to get the money back. It certainly is a question to con- 
sider. In the case of the Shannon people the receivership was re- 
ported on November 16 and in the case of the Henderson people they 





392 


had one on December 21. There are several others that the attorneys 
are working to get receivers on now. 

Mr. Wuirren. Now, I will ask you another question. This is 
probably leading you far afield, and it may be a little unfair. From 
a dollars-and-cents point of view, one way for the Government to get 
its money back may be to do business with a man who has just de- 
frauded the Government. That would be done in just the individual 
ease. If aman gets caught for fraud and if the Government is going 
to lose some money, and tf he can be bailed out by the Government 
giving him additional business, might we not be inviting a lot of other 
folks to do the same thing, and might we not lose a whole lot more 
money in the long run, even though in the individual case the Govern- 
ment would recover some of its money? 

Mr. Exuirs. Obviously, in the fraud cases, we ought to get out ina 
hurry. 

Mr. Wuirren. The case that you mentioned is in that category. 

Mr. Exxis. Frankly, there was rather a deterioration of the general 
standard that I would suppose the warehousemen were subjected to. 
Apparently there was a feeling, “Well, the Commodity Credit Cor- 
poration isn’t going to take this grain out for a vear, and they may not 
take it out for 2 years.” 

For example, there was one chap who received a loading-out order 
and wasn’t able to fill it. He said, ‘Well, now, here you people left 
this in for a couple of years, and you shouldn’t complain if it takes 
me 90 days or 180 days to get the grain back to take care of your order.” 

There was a general feeling that it didn’t matter. I am not so sure 
that they were all downright fraudulent as much as extremely careless 
and negligent. 

Mr. Werrzev. Mr. Chairman, it seems to us that generally it is a 
question of taking preventive measures rather than corrective meas- 
ures after some trouble develops. 

Mr. Wuirren. Of course, we are going to insist that the trouble 
having developed they do everything to correct it and end it; and I 
know you agree with that. But we also have the problem of doing 
everything we can, with your help, of trying to evolve ways and 
means of preventing their happening again. 


DALLAS, TEX., OFFICE 


Mr. Weirzet. As far as those measures are concerned, the Depart- 
ment’s representatives testified at the Senate committee’s hearing 
that the Dallas people were locally responsible. ‘They cite provisions 
of the charter and provisions of the by-laws which indicated that the 
local Commodity Credit officials were authorized to make contracts, 
settle claims, and generally act as executive officers of the Corporation 
at those points. However, there was also evidence introduced tending 
to indicate, if true, that those people at Dallas had made requests to 
Washington for help and had been refused that help. 

Now, we have not had access to the Department’s so-called per- 
sonnel investigation reports on Mr. White and Mr. Solomon who were 
formerly in charge of the Dallas office. There were statements in 
the press in the Dallas area at the time they were suspended to the 
effect that the suspension had nothing to do with the shortages or 
with our investigation. We don’t know because we haven’t seen 
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those reports, and we are not in a position to finally assess responsi- 
bility between the Dallas people and any other officials of the Depart- 
ment. We were only able to see that, prime factie, the Dallas people 
were in charge and the condition had developed down there. The 
committee might wish to look further into that point. 

Mr. Wuirren. I might say this—and it is somewhat beside the 
point—the committee, as I said, had this investigation begun in 
October. We agreed to recess over last Friday so that the Senate 
committee might have a caucus to determine whether to investigate, 
and we let them have our witnesses for that purpose. They started 
a public investigation to be held hereafter and it is all in the papers, 
all of which is all right. But we did recess over to give them an op- 
portunity to caucus as to whether they would proceed. They had 
their caucus on the doorstep, so to speak, all of which is good if the 
public’s interest will help in preventing this situation. 

Mr. Wertze.. We understand that yesterday the Rules Committee 
in the Senate cleared a resolution providing for a fuller investigation 
by the Senate committee. 

Mr. Wuirren. That is fine. On the point raised by our investi- 
gators that they do have a somewhat complex and confusing organiza- 
tional structure, | am wondering whether at this point you have made 
a sufficient study to have any comments on any corrective steps that 
might be taken with regard to that? 

Mr. Exuts. I would not care to comment on that. We have been 
working purely in the Dallas area on this proposition alone, and we 
are now making our plans to continue elsewhere. 


PERSONNEL 


Mr. Wurrren. The other is that the experience level of many of 
their employees, while it is excellent for certain uses, is not well used 
because a man frequently is put in the wrong place for the use of his 
experience. In other words, his experience and background do not 
fit into the job that has been assigned to him. Have you had any 
occasion to check on that matter? 

Mr. Exuuts. Mr. Chairman, Mr. Knee, our assistant chief, was in 
charge of the Dallas investigation, and I will ask him to comment on 
that. 

Mr. Knen. The men in the Dallas office have been there for years, 
and they should have the experience to well qualify for their jobs. 
That is one reason why they should be more diligent in their work. 
They have been there for quite a long time. 

Mr. Wurrren. Well, | had reference to the entire structure. 

Mr. Kner. I am sorry, but we did not follow it from there on up. 


DEFINITION OF RESPONSIBILITY 


Mr. Werrzet. Mr. Chairman, in respect to your previous question, 
you will probably recall our recommendations in our audit reports to 
the effect that there be some clear definition of responsibility for Com- 
modity Credit Corporation’s job and for Production and Marketing 
Administration’s job. It has always been a source of confusion to 
our auditors that some of the Production and Marketing Adminis- 
tration’s operations are carried out through the Commodity Credit 
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Corporation, which has in reality practically no employees of its own. 
You are very familiar with that, lam sure. That leads to some con- 
fusion when you attempt to pin down corporate acts or PMA acts 

Mr. Wuirren. We have wrestled with that, and we had a 2-hour 
wrangle with it again yesterday. Of course, I think we all agree that 
in the field the State and county and community committeemen o! 
the PMA should be the vehicle for handling the Commodity Credit 
Corporation’s business insofar as it requires handling at the local and 
State level. I still think there might be some way to tie down the 
responsibility more tightly if there was a group of Commodity Credit 
Corporation people who had the responsibility more so than we find 
it in the structure now. 

Mr. Werrzev. It would not have to be a large group, Mr. Chairman, 
but they have never agreed with us on that. The original Commodity 
Credit Corporation charter, you will recall, did provide for a little 
more autonomy on the part of the Corporation, with a more independ- 
ent board of directors; but that charter was later amended by Con- 
gress giving the Secretary more control over the Corporation. 

Mr. Wuirren. I do appreciate your coming down here and giving 
us the benefit of your findings as well as of your opinions on “these 
matters. I would like to say further that I can appreciate fully that 
you have not had a chance perhaps to evolve in your own minds com- 
plete briefs on all of the corrective measures that could be taken in the 
organizational structure and otherwise to prevent the recurrence of 
this type of thing. 

I notice from your statement that you do plan to go into other 
areas. It is the belief of this committee that with regard to certain 
phases we expect to ask our people to continue. If you could advise 
the committee, through Mr. Pope, the executive secretary of the 
committee, as you move along, of any additional views and ideas that 
might help in preventing this in the future, we would appreciate your 
doing so. It would help our own investigations to know that we were 
not duplicating your efforts. It would also help us to have the benefit 
of vour ideas with respect to the Corporation. 

Of course, we all understand that we are just a subcommittee of the 
Appropriations Committee. ‘Technically we have to do only with 
limitations on the administrative expenses; but, having that limita- 
tion, we are left in the position where perhaps our recommendations 
as to changes in the organizational structure may receive the serious 
attention of those who set it up. 

Mr. Warren. We will be delighted to do that, Mr. Chairman. I 
think it is quite necessary, especially in view of the fact of what the 
Senate is going into and what your committee has already done and 
what you propose to do, that there be as much coordination as possible 
in our work. I see no purpose in our going into a certain field that 
you have already gone into or are going into. We would hope that 
the work in the fields that we go into will be so thorough that perhaps 
it might be satisfactory to your committee. We will keep you 
advised. 

Mr. Wuirren. That will be fine. I want to assure you that any 
continuation of our investigation will work in close harmony with 
your own plans in this field. 

Mr. Warren. We will be delighted to work with you. 

Mr. Wuirren. Are there any further questions? 
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Mr. Bares. I have none. 

Mr. Wuirren. Mr. Andersen? 

Mr. ANDERSEN. The only point I wanted to bring up, Mr. Chair- 
man, is that the committee would appreciate Mr. Warren keeping 
us advised of any disclosures he might find from time to time. 

Mr. Warren. In the hearing before the Senate committee we did 
not disclose where we propose to go from now on, and we did not think 
that that should go into the record now. 

Mr. AnprrsEN. I think that is a good policy. 

Mr. Warren. But we will tell you after we get in there where 
we are. 

Mr. Wuirren. [ am in thorough accord with that. Of course, this 
Department has its own Office of Compliance and Investigation 
working in certain areas. We have asked them to give us a report on 
cases that we had not yet uncovered but which they knew about and 
which they had handled and which are in process. Of course, it is 
better not to make such things a matter of public record or to risk in 
any way covering up that which everybody is trying to uncover, if 
such cases exist. 

Mr. Horan. 

Mr. Horan. I cannot see, Mr. Warren, how we can do anything of 
a constructive nature until we can uncover some of the weaknesses 
that seem to be inherent. Personally I do not want to be a party to 
any action by any subcommittee that is going to hurt the Department 
of Agriculture or cause a loss of faith in Government itself. Of course, 
I think that is really one of the reasons for setting up the Comptroller 
General’s office—to check on these things. 

With regard to the Arkadelphia case, the testimony which has been 
made available to us and I assume to the public, the question that 
comes to my mind is how Mr. Tipps found out that there was going 
to be a field for operations in the storage of grain and how he got his 
contracts. Was he the low bidder? 

Another question is this: This thing was handled out of the Kansas 
City commodity office origmally, and then it was put under the juris- 
diction of the Dallas commodity office, which is confusing to me. 
Those questions have never been answered. We have asked them 
time and again. 

Another question that we have asked and which we have not had 
answered is why, when in the matter of Government loss because of 
substandard bags, it was accused by the National Used Bag Dealers 
Association, the Lone Star people were singled out when they were 
not the largest operator in that field. I believe the largest one was 
located in the Seattle or Portland commodity office area. 1 would 
like to have answers to those specifie questions. I think that if we 
find the answers we will recognize the weaknesses, and we could make 
recommendations to other bodies of the Congress to correct them by 
amending the Commodity Credit Corporation Act or charter or at 
least by pointing up these things so that the department itself can 
amend their own administrative directives. 

Mr. Warren. Every question you have asked, sir, I consider ve ry 
pertinent and very proper. | don’t know, considering the haste that 
we used in going through this, that we could answer any of those 
questions now. Could you do so, Mr. Ellis? If so, I wish you would. 
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Mr. Exxis. We could not give any real answer now. We could 
observe what was commented on over in the Senate. 

You will recall that much of this trouble started a year ago last 
summer. The 1948 crop was the biggest in history, as I recollect it 
now. The 1948 crop wasa bumper crop. There was a big carry-over, 
and then there was a big crop in 1949. In the summer of 1949 Com- 
modity Credit had a man’s job to get that stuff put somewhere. I 
am not sure that we should criticize what they did inasmuch as they 
had more to store than the regular warehouses could ever possibly 
hold. You will remember the tremendous difficulty in Congress to 
get authority to broaden their operations. In other words, they had 
to deal with just anybody at that particular time because of the 
terrific problem they had. 

Now, I don’t know whether that continues as yet. Undoubiedly 
they can do better now when their inventory is down considerably 
from what it was. 

Mr. Horan. I have been completely discouraged by the failure of 
the Department of Agriculture to lay the storage picture completely 
before us—and I think they can, but for some reason they will not. 
Now, they did say that a lot of the commercial operators indicated 
that they quite often avoided Commodity Credit grain and operated 
primarily on their own grain which wasn’t under Commodity Credit. 
They did say also that they quite often had difficulty in getting regular 
certified elevator service for storage. 

They are unable at this time to tell us how much farm storage 
there is. ‘They are unable at this time to give us a workable definition 
for what the original act calls the “usual and customary” definition of 
a storage facility. I should think that there would be available from 
those who know storage and what is required some definition so that 
we could carry out and the Department:of Agriculture could carry 
out the intent of the Congress as it is set out in section 7 of the act of 
1948, is it not, or 1949, which calls for usual and customary storage 
facilities. 

On the one hand they say that they know exactly what Congress 
meant, and the Solicitor of the Department has made an interpreta- 
tion of the act. But when you ask them what they consider usual 
and customary storage facilities, the Secretary yesterday said, “You 
give me a definition.” 

Mr. Exits. We may know more about that as we go along. I can- 
not say that I am in a position to comment on that. 

Mr. Horan. I am just giving you the advantage of some of the 
things that are bothering me. As I say, we do not want to hurt the 
Department of Agriculture nor cause anybody to lose faith in it, 
because I think that by and large, so far as the disclosures are con- 
cerned, they do not involve all of Commodity Credit. It is just that 
there are some rotten spots or what would appear to be rotten spots. 
So I would like to know all of the facts and then put a constructive 
interpretation on them. 

Mr. Werrzev. Mr. Horan, we might mention that our Corpora- 
tion audit people have taken up with Commodity Credit officials 
various questions such as the uniform grain storage agreement and 
whether it is necessary to have that in every case on a blanket basis, 
and also the question of using federally licensed warehouses where 
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practicable, and also the question of whether it would not be prac- 
ticable to enter into some competition for the purpose of obtaining 

Mr. Horan. May LI comment there? 

Mr. WeirzeEt. Certainly, sir. 

Mr. Horan. The chairman at some length yesterday asked why 
they did not make more applications to the Federal warehousing 
licensing system, and they seemed to try to avoid that and tried to 
diseredit the Federal warehousing system. 

Mr. Wurrren. I would like to say that they pointed out how very 
small the facilities of the Federal warehousing group were toward 
meeting their needs. 

Mr. Horan. That is right. 

Mr. Wuirren. Then you have the next thing—and I think in all 
fairness the record should show this. Usually, as you say, the fed- 
erally inspected or federally qualified warehouses are first-class opera- 
tions. They are hesitant to give the Government a contract to put 
Government grain in there—grain which would stay there for a long 
time. ‘Their businesses are dependent on the movement of grain. 
They frequently are in the buying and selling of grain. It is easy to 
understand that they do not want to bind their quarters up with the 
Government, not knowing how long that will be. And if you get 
them to give the Government a contract to store Government grain, 
they want assurance that the Government is going to pay them a 
very good rate and they also want a guaranty that you are going to 
keep the facilities so full for so long a time. Otherwise they would 
rather risk what they can make themselves by having that space 
available. 

It is a whole lot easier said than done. To say, ‘‘We will put the 
grain in the Federal warehouses”’ would be all right, if the Federal 
warehouses were willing, but in many instances they are not, and they 
are too few also. 

Mr. Horan. But the Federal warehouse system, as I see it, Mr. 
Chairman, is the pipeline, and the storage there should be fluid and 
subject to removal at any time for milling or for other purposes. So 
our problem is, Where can we have dead storage or long-time storage 
facilities? That is what our problem really hinges on. 

Of course, we do feel that a building of acceptable and certifiable 
farm storage is probably the direction that the grain industry should 
move in. But there again the people who ought to know cannot tell 
us—or they say they cannot tell us—just what the extent of the farm 
storage is in every locality. Now, they have given us some tables 
which are not complete and which will be part of our hearings when 
they are printed. 

We have to have the answers to these questions before we can act 
intelligently. Meanwhile we have to appropriate for the next fiscal 
year. 

Mr. Werrzev. We have raised a number of these questions, particu- 
larly the question whether they could not use competition to obtain 
storage facilities and thereby avoid the possibility of favoritism. 

Mr. Wurirren. I think the record will show that this committee 
has gone after them in every way we know in an effort to determine 
what the real facts were in trying to effect a correction of the situa- 
tion. We cannot overlook the fact that now is the time to do that. 
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In 1947 and 1948 the farmers had built up their productive capacity 
and production under the demands in time of war without any 
guaranty of the cost of production and without a quick amortization 
We got them to build their production up, and all of these com- 
modities were unloaded on us. The pressures at that time were 
considerably different from now. 

Well, we are not faced with those pressures now, and now is the 
time to evolve a plan so that if this condition faces us again we will 
be ready with a workable basis so that this kind of thing will not 
happen except where human failure may enter into the picture, which 
is a possibility. 

Mr. Horan. Mr. Chairman, Mr. Weitzel mentioned the fact that 
competitive bids for storage facilities might be obtained. 

Mr. Werrze.. Yes, sir. 

Mr. Horan. Have you made any observations on the mechanics of 
how these storage contracts were let? Did they seek out the storage 
facility or did they announce to the general public that they were 
going to need storage facilities in a given place and call for bids, or 
have you checked on the mechanics in that field? 

Mr. Werrze.. Mr. Horan, my information is that the Corporation 
felt they should distribute the storage, first, of course, where practic- 
able in aceordance with usual trade channels and, second, equitably 
among the trade. Now, that was one of the reasons why they did 
not think there should be preference to federally licensed warehouses. 

On the competitive-bidding aspect they maintain that it is imprac- 
ticable to try to get competitive bids, especially in the situation they 
were faced with 2 or 3 years ago. They had to just find every facility 
they could get hold of. 

Mr. Wurrren. They even put some corn, wheat, and cotton on the 
ground because not only was there no competition for it but there were 
no warehouses. That was true for a time in certain localities, but now 
that is behind us. Certainly now is the time to evolve some means of 
preventing a recurrence of the same thing, after we have corrected 
what has already happened. That is what faces us now. 

Again I want to say that we thank you very kindly for your 
assistance. 

Mr. Warren. Thank you very much, and we have been glad to 
see you all. 











Brannan, Hon. C. 
Brechenser, F. J 


Dean, J. H 


Duggan, William 
Ellis, W. L 
Geissler, Gus 
Grimes, Harry 
Harms, George 
Harrill, D. J 
Hunter, W. C 

H 


Knee, M. 


Melvin, D. 


teid, T. R 


Roberts, R. 


> 
iY 


L 


SS 


Shulman, Edward 


Bomete. 0. d..-.... 
Wingate 


Underhill, 


Warren, L. 


( 


Weitzel, F. H 
i... 


Yates, F. 


OF WITNESSES 


(ft) 


Page 


380 
380 
380 








INDEX 





Page 
Acquisition volume data under price-support program, 1948-52 259 
B 
Bates, G. D : 178 
Benit Stephen ts. Jr 121 
Bins: 
Construction of 265 
Grain stored in 41, 25 265, 270 
C 
Camp Crowder, Mo Te, 
Cargill Grain Co 55 
Commercial storage, use of 70, 243. 362 
Commingling of grain in warehouses 252 
Commodity Credit Corporation: 
Activities, size and volume of 3 
\dministrative expenses 27 
Function and structure of 9 
Funds available to 24 
Grain storage situation : 52 
Organizational structure 226 
Production and Marketing Administration, advisability of separating 
from 315 
Program volume data, 1949 6 
Corn, data on crop, 1948, and agreements 13 
Cotton warehouses 148 
Cowart, Jack 144 
Cravens, Guv W 55, 57, 124 
D 
Dallas PMA commodity office 18, 98, 121, 125, 183, 230, 381 
Decentralization of storage and transportation responsibilities 314 
1D 
Experience of administrators of PMA transportation and warehousing 
program 241 
7 
Flax, storage of Government-owned 151 
G 
Galveston Wharves, Texas 199 
Gifts received by PMA personnel 116 
Griffin Grain Co., Ine., Frisco, Tex 139 
] 
Identity preserved storage, advisability of 128 
K 
Kansas City PMA commodity office 13, 28, 55 


(11) 








III 


L 

Page 

Lemoore Grain and Feed Co., Lemoore, Calif. . - 189 

Licensed grain warehouses IF ee AE ae ie 131 

Lone Star Bag & Bagging Co 13, 77 
M 

McCabe, Willard_ 13 77 

Midwest Storage & Realty Co., Kansas City, Mo 28, 55 

Minneapolis PMA commodity office 106, 124, 150 
N 

Natural Cooler storage, Atchison, Kans Pp 
P 

Personnel, qualification of : 255 

Portage Warehouse Co 57, 150 

Private warehouse facilities, policy regarding the use of 70, 243, 362 

Production and price-support operations, from 1932, by commodity- 15 

Profits of warehouses, press statement on___ : 237 

Prosecution of cases of irregularities, diligence in 203 
R 

Rausch, Carl G : Se : 13. 77 

tegulations pertaining to handling, storage, ete., of CCC commodities, ete 133 

Responsibility of warehouse owners, check on 246 

tice growers association of California 208 
5 

Solomon, Harry J ek Tan oe 125, 140, 234 

Southern Grain & Storage Co., Inc., Arkadelphia, Ark 18, 230, 387 

Spellman Feed & Grain Co., Rochelle, Ill__- 114, 180 

I 

T 

Tanner’s, Inc., Cortez, Colo ; 110, 132. 174 
W 

Warehouses approved, number and capacity of 10 

Warehouses leased from private companies 68 

Wheat, supply and distribution of, 1946 to date 42 

White, Latham - hare ca 125, 140, 233 

Williams .H. G., Feed Mills. ne che ; 181 


O 





